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MUTUAL SECURITY ACT OF 1959 


THURSDAY, MAY 14, 1959 


Hovust or REPRESENTATIVES, 
CoMMITTEE ON ForeIGN AFFaIRs, 
Washington, D.C. 


The committee met at 10:40 a.m., in room G-3, United States Capi- 
tol, Hon. Thomas E. Morgan (chairman) 'geeningy 9 

Chairman Moraan. The committee will come to order. 

We meet to consider the extension of the Mutual Security Act for 
the fiscal year 1960. Our witness is the Acting Director of the Inter- 
national Cooperation Administration, Mr. Leonard Saccio. 


STATEMENT OF HON. LEONARD SACCIO, ACTING DIRECTOR, 
INTERNATIONAL COOPERATION ADMINISTRATION 


Mr. Saccio. I want to thank you for the opportunity to appear this 
morning to address myself to a number of questions that have been 
raised in the hearings in the past week or so relating to a number of 
items. 

I shall make a statement regarding the various subjects and then 
summarize them. 

The first will have to do with the GAO report on the fiscal year 
1959 presentation which I believe was testified to Monday. 

The second will refer to Mr. Hardy’s appearance before the com- 
mittee and his forthcoming report on Laos. 

The third to Congressman Fountain’s statement on the hearin 
that have been going on before his subcommittee, and the last will 
be on the question of our procedures, our present mechanisms in the 
area of what has been called inspection and audit. 

I will, in conclusion refer myself to the interim report of the 
subcommittee, the watchdog subcommittee of this committee and the 
staff report which I think came out this morning. 

On item No. 1, at the outset, we should like to reemphasize the 
context in which the Comptroller General made his comments. He 
stated that— 

* * * the mutual security program is a complex, widely dispersed, and finan- 
cially sizable activity * * * that the basic program presentation to the Congress 
is unavoidably a complicated and voluminous document, * * * 

and that with respect to improving the form and content of the basic 
presentation he noted— 

* * * this objective is a formidable and continuing challenge to which the 
International Cooperation Administration (ICA) and responsible officials in 


the Department of State have devoted considerable effort, which has been 
reflected in progressively better annual presentations. 
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His comments were directed only at refinements which he thought 
would further improve the presentation. 

We also should emphasize that the Comptroller General at no time 
stated or implied that the executive branch would not provide any 
information desired by this committee in connection with the pres- 
entation. In fact, he has noted that supplementary material and 
testimony submitted to the committee in the course of the hearings 
may include some of the data desired in the presentation books by 
the GAO. His basic point is an important one, but it is a question 
of form; i.e., out of the vast amount of available data, exactly what 
information should be considered of sufficient importance to be in: 
cluded in the presentation books. 

The comments of the Comptroller General are divided into two 
parts and are directed, first, to the nonproject assistance program 
and, second, to the project assistance program. Our comments will 
be presented in the same order. 
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NONPROJECT ASSISTANCE 


While the Comptroller General has indicated that GAO made— 
a cursory review of the program presentation for fiscal year 1960 * * * 


the substance of his remarks appears to be directed to the program 
presentation for fiscal year 1959. He acknowledges that the presen- 
tation— 

* * * describes the objectives and accomplishments of economic assistance and 


the major problems of the recipient country in a manner which, on the whole, 
reasonably demonstrates the need for nonproject assistance. 


The principal criticism of GAO is that the presentation— 


* * * gives no clear information as to how the amounts proposed were deter- 
mined. 

We will not comment at length on this criticism because it appears 
to me that events have overtaken it. Since the preparation of the 
Becrentation for fiscal year 1959, the Congress has amended the Mutual 

curity Act to include section 537(f) requiring the executive branch, 
commencing with the presentation for fiscal year 1960, to submit— 
* * * detailed explanation of the method by which the proposed programs for 
each country have been arrived at * * * 

As you are aware, the executive branch has complied with this 
provision by (1) including in the World Wide Summary Presenta- 
tion Book a special section entitled “Methods of Programing” which 
spells out in considerable detail for both military and nonmilitary 
programs the methods used for developing the assistance require- 
ments; (2) including in the narrative statements for each country the 
significant factors considered in arriving at the proposed programs. 
In addition, for all special assistance and defense support country 
programs, summary statements of the computation have been incor- 
porated as of May 1, 1959, in the fiscal year 1960 World Wide Sum- 
mary Presentation Book; and (3) testifying before the House Foreign 
Affairs Committee in full explanation of the process by demonstrating 
in comprehensive detail and at great length the gpalication of these 


procedures to one individual complex country program, together 
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with an offer to do the same for any country requested by the com- 
mittee. 

We note that in the last paragraph on page 8 of his statement the 
Comptroller General acknowledges that material compiled by the 
agency contains the computations underlying requirements for 
nonproject assistance and that these computations— 

* * * constitute substantially the information on how the proposed amounts of 
nonproject assistance were determined. 

The material compiled by ICA to which he referred is the informa- 
tion which was actually included in the World Wide Summary Pres- 
entation Volume on May 1. 

Unfortunately, the Coisigitallei? General was apparently not aware 
of this action at the time of his appearance before this committee on 
May 11. Since the presentation for fiscal year 1960 material above 
described now contains the information referred to we presume that 
the GAO would now agree that the improvements in the fiscal year 
1960 presentation are substantially responsive to the first of the two 
principal criticisms made of the fiscal year 1959 presentation. The 
second relates to project assistance and is described below. 


PROJECT ASSISTANCE 


With respect to this project assistance, the Comptroller General 
comments on four points as follows: 

1. Shortcomings in data on financial status of projects. 

2. Large financial pipelines. 

3. Variations between estimated and actual project implementa- 
tion. 

4, Failure to disclose large increases in estimated total cost of ICA- 
financed projects. 

We shall comment on each of these points in that order. 

1. Shortcomings in data on financial status of projects: For each 
country where project programs are underway or proposed for fiscal 
year 1959, the presentation books showed project by project, or group 
of projects where the projects are small, the amount of funds con- 
templated to be applied during fiscal year 1959, together with a break- 
down of cost components, that is, technicians, participants, commodi- 
ties, etc., for each project. 

In addition, the summary major open project book included volumi- 
nous detail as to the funds already applied to such major projects, 
including information on the financial status. 

One must bear in mind when considering this subject that ICA is 
implementing in excess of 1,400 projects in over 60 countries. There 
must be some judgment applied in determining the extent of the de- 
tailed information included in the presentation books. 

The executive branch has applied its judgment and, considering 
the demonstrated willingness to supply additional information when- 
ever a Member of Congress expresses interest in a particular item not 
included in the presentation or in having more detail with respect 
to any item included in the presentation, we believe that a creditable 
result has been obtained. 

The GAU may not be aware that the actual financial reports of the 
agency covering project activity in certain countries have also been 
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made available at the appropriations stage on request. Any com- 
mittee member so inclined is Paaahies able, with respect to any proj- 
ect, to determine not only funds requested for the budget year, but 
also funds previously applied, their status, and to compare per- 
formance with previous estimates of the agency. 

The fact that actual performance on an individual project deviates 
from planned performance is not. necessarily, as GAO suggests, an 
indication of inadequate planning and premature obligating. The 
activities are usually complex, involve negotiations with other gov- 
ernments, and are conducted at locations far removed from the source 
of the services, materials and equipment required to carry them out. 
Clearly, for example, a miscalculation as to the amount of time re- 
quired to consummate a contract or to deliver equipment does not 
support such a char, 

2. Large bees, ce As the committee is well aware, and as 
was briefly noted by the Comptroller General, the decision as to 
whether or not a pipeline is “large” cannot reasonably be arrived at 
by merely comparing the amount of unliquidated obligations with 
expenditures in a previous period. The determination as to whether 
a pipeline is reasonable or not can only be made by a detailed analysis 
of the contents of the pipeline. 

Thus, the lead time for locomotives between the date of the contract 
signing and shipment will be from 12 to 18 months, whereas the lead 
time for jeeps would be from 2 to 6 months. 

Insofar as the executive branch has been able to determine, the GAO 
did not perform such a detailed analysis of the project pipelines for 
the three countries covered by their statement. 

If, however, we were to agree that unrefined expenditure perform- 
ance could be used as a yardstick, which we do not, the conclusion of 
the GAO that the figures given are an indicator of progress and status 
are not valid in this particular instance. The expenditures shown in 
the GAO statement for the project nrograms in the three countries are 
accurate insofar as current ICA finaicial reports are concerned, but we 
must emphasize that way’ flow not in fact do justice to the situation. 

This situation comes about by the fact that during fiscal year 1955 
ICA instituted a new and refined accounting system for all countries 
except Korea (where installation occurred in fiscal year 1956). 

is accounting system, which was developed with considerable 
assistance from GAO, for the first time differentiated between project 
assistance and nonproject assistance. It, therefore, follows that the 
expenditures for fiscal years 1956 and later for project programs must 
of necessity be understated because they sxedude project expenditures 
arising out of obligations incurred prior to fiscal year 1955 and, in 
Korea, expenditures arising out of obligations incurred prior to 1956. 
Unfortunately, this improvement in accounting could not be applied 
retroactively and the result is a significant understatement of expen- 
ditures for projects in the years involved. 

As a final comment on this item, we should like to point out that 
in addition to procurement lead time, which is generally considered 
to cover the time elapsed from the Paw arto mee of an order to the 
delivery of services or commodities, administrative lead time must be 
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taken into consideration in arriving at a judgment: as to the proper 
size of a pipeline. 
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The administrative leadtime consists of the period of time be- 
tween the creation of the obligation to undertake a project and the 
actual placing of orders for the goods or services required. Thus, 
tenders must be invited and between 45 days and 6 months are re- 
quired as a minimum before award of contract, with the time required 
varying depending on whether a stock item such as steel or a non- 
stock article such as a hydroturbine is being procured. ICA’s ex- 
perience indicates that administration leadtime generally consists 
of several months, and this must be added to the procurement lead- 
time. 

ICA is keenly aware of the problems which have arisen in the past 
in regard to financial pipelines and of the desirability of reducing 
both administrative and procurement leadtime wherever possible, 
The greater opportunity for such reduction appears to lie in the ad- 
ministrative leadtime category and ICA is currently taking concrete 
steps to accomplish this objective. Information on these steps has 
been communicated to this committee. 

3. Variations between expected and actual project implementation : 
Variations between estimated and actual implementation frequently 
do occur. We submit that this experience is not limited to the com- 
plex mutual security program but, in fact, is characteristic of large 
undertakings wherever and by whomever conducted. We need not 
leave the environs of Washington, D.C., to find numerous examples 
of this occurrence even though the difficulties are far less than those 
involved with an overseas program. Most important, however, is the 
fact that ICA estimates in recent years of total annual expenditures 
have been correct within a range of from less than 1 to 5 percent. 

4. Failure to disclose large increases in estimated total costs of 
ICA-financed projects: We must confess that we have difficulty with 
this caption. Its wording implies an inability or unwillingness to 
supply information requested. There is no valid basis for such an 
imp ication. 

urning to the substance of the criticism again, we will concede 
that there are instances of large increases in estimated total costs of 
projects. These come about in a number of ways. The first are large 
increases associated with expansion of the projects themselves. This 
was recognized in the testimony of GAO. 

If a road program is underway in a given country, it is natural 
that as the years proceed additional phases may be undertaken; if so, 
the cumulative size of the program will increase. In the project for 
highway improvements cited by the Comptroller General, this is, 
of course, exactly the situation. 

Basically the same factors are also inyolved in the public admin- 
istration project cited. The second reason may be simply a change 
in U.S. plans as to the proportion of the total cost of a given activity 
which it will undertake. Other reasons would include price changes 
and engineering or construction difficulties not reasonable to foresee. 
The thrust of the GAO comment appears to be that ICA should in- 
corporate in its narrative presentation explanation of such changes 
from year to year as they occur. ICA will want to review this sug- 
gestion with the committee and. its staff before coming to a decision. 

Wa should like to conclude our remarks with some general com- 
ments: 
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First, we appreciate the GAO’s motivation in criticizing the MSP 

resentation. However, the usefulness of these comments would be 
ar Breater if the timing of their criticism could be improved. | 
The Presentation Books for fiscal year 1959 were made available to 
the GAO at the same time they were made available to the Congress— 
in February of 1958. Any critique of those books would have much 
more opportunity for thoughtful consideration by the executive branch 
and be of greater value to the Foreign Affairs Committee had it been 
made available before the completion of the preparation of the Pres- 
entation Books for fiscal year 1960. 

Second, while the views of GAO on this subject are most welcome, 
we believe the GAO will agree that in the final analysis the executive 
branch must give greater weight to the desires of the congressional 
committees for which the books are prepared. Hence, the pipeline 
data included in the Presentation Books follow the prescription of 
the House Subcommittee on Appropriations. 

Much of the statistical data arises out of a desire on the part of ICA 
and the committees to shorten the hearings by avoiding repetitious 
questions on matters which experience has proved are of interest to 
Members of Congress. 

Third, we continue to believe that any fair appraisal of the presenta- 
tion cannot be limited to the Presentation Books, but must consider 
the supplementary material made available to the Congress during 
the course of the presentation in the form of written or oral testimony 
and the extensive exhibits or inserts volunteered and requested. 

The GAO has acknowledged that from year to year the books have 
reflected progressively better annual presentations. Improvements 
will continue to be made on the basis of experience. 

I wanted to make two points clear; one, that the Comptroller Gen- 
eral’s comments were directed only at refinements which he thought 
would further improve the presentation, and, secondly, that at no time, 
at least as I read the transcript, which I was permitted to see, did he 
state or imply that the executive branch would not provige any infor- 
mation desired by this committee in connection with the presentation. 

This means that the basic issue was, what sort of available data the 
committee wanted to assist it in the consideration of our authorization 
bill. 

Now, there were two general areas that he covered: The information 
on nonproject assistance and the information on project assistance, 
and to just give you the background on this, I want to point out that 
the total amount of these two involved in a request for authorization 
is $1,360 million. The amount having to do with other than capital 
project assistance is 87 percent of that. That is $1,184 million. 

The amounts on project assistance—and here I direct myself to capi- 
tal projects which I think was the basic part of the comment, is 13 
percent of the total, or $175 million as against $1,360 billion. 

Now, on the first question, the first part of the Comptroller Gen- 
eral’s statement indicated that, though we had given the basis, the 
factors which we used in consideration of the amounts we were re- 
questing for nonproject assistance, we did not make clear by our fig- 
ures and our statement in the Presentation Book how we arrived at 
the amount itself in each particular case. 

Now, if you go back to the Comptroller General’s statement, page 8, 
he says there that this information is available in ICA, and this was 
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true. Unfortunately, he did not realize that that information was put 
into the books on May 1 and if you would like an example, I refer to 
the World Wide Summary Book on page 73, which would give you a 
very good example of how we laid out not only the considerations, but 
how we came to the amount in the case of ome [security deletion } 
proposed for Defense Support, giving all the factors. 

ow, as I say, the GAO in its discussion with us I think realized 
that we had this information and that it was part of the information 
that we were considering in connection with the statement submitted 
on section 537(f). These were worked out and given to the committee 
on May 1. I could go over each of these statements. 

This is Korea and, as you recall, the Comptroller General devoted 
himself to three waaiicakie countries, Korea, Vietnam,.and Taiwan. 
Vietnam appears on page 75, and specifically as to this subject: “The 
requirements for nonproject aid.” 

For Taiwan, we can skip right down to page 78(c) and how we 
determine the amounts to go into nonproject assistance is handled on 
the right-hand column there, of page 78(c). The issue to which the 
Comptroller General addressed himself was that this information be 
made available in the books when they are given to the committee. 

Since 537(f), which is the law on this subject, was enacted to apply 
to fiscal year 1960, we have been working on this information and in 
discussion with your staff here and the chairman determined how we 
would present it. 

We had three parts, as you remember. 

The method we used to determine the program: set out on page 23 
of the World Wide book. 

Secondly, we had a witness here describing this process and then 
we had a witness giving you a full detail on one specific country, you 
will recall [security deletion }. 

We then took the additional step of giving you a summary of the 
rocess and the factors which were involved in each of the Defense 
upport and Special Assistance countries where these amounts were 

involved and included that in the book. 

So, just to recapitulate here, I want to make the point that the only 
issue is what information should be given to the committee and should 
it be in the Presentation Book ? 

As it stands now, the nonproject funds are answered to in the fact 
that we have it in the books now. 

I should refer to the fact that the GAO report is not yet complete. 
You had a preliminary report of the report which they intend to give 
to the Congress in the near future and I am sure if we had had these 
recommendations sometime—say in September 1958, and I don’t know 
just exactly when they began to make the study—I believe it was in 
December 1958 or January 1959. Our 1959 books were out in Febru- 
ary 1958—if we had had their results and conclusions say sometime 
in September or even November, we could have incorporated this 
information in the books or at least discussed the matter with the 
committee as to what we would put in fiscal year 1960 books, but since 
they came out fairly late it was not possible to do it or even discuss it 
with the committee until right now. 

The fact is, we anticipated this sort of thing and got some of the 
information referred to into the books on May 1, about 10 days before 
the Comptroller General appeared. 
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Now, on the capital project side, which amounts to $175 million out 
of $1,360 million, there are two basic questions as I read the Comp- 
troller General’s statement. One is, should we give you—and here 
again it is just the information we should give you, not whether it is 
‘available or not. 

This information can be made available if we are given suflicient 
time in advance to prepare it on a country by country basis. 

One, whether we should break down—and if you want to turn to 
the Far East—the green book, taking Korea for instance, at page 81 
in the right-hand corner, the GAO suggests the information in that 
block be broken down to distinguish Satan nonproject assistance 
‘and project assistance. . 

Now, this is not a question of whether the information is available 
or whether the information has been denied. The question is whether 
we should get it into the books. 

We have no objection to that. We have tried to work out a table 
here which we are quite willing to discuss with the committee or its 
staff as it pleases, showing a breakdown distinguishing project from 
nonproject assistance so you can see the pipeline in these two types 
of aid separately. 

If it is the wish of the committee to do so—I might say the form 
that it now is in was a result of discussions with the Appropriations 
Committee—the subcommittee on our particular bill, which is par- 
ticularly interested in pipeline. But if the committee feels it would 
like to Lats a breakdown distinguishing project from nonproject as- 
‘ststance, we are ready to do this and include it in the fiscal year 1961 
presentation. 

Chairman Morean. Without objection, that will be included in the 
record. 

(The document is as follows :) 


MUTUAL SECURITY ACT, 1959 


Economic assistance 
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Mr. Saccto. On the second basic issue relating to project assistance, 
the question is directed to the estimates that have been made available 
in one form or another—I think it is in the open project books—of 
various large scale projects, 

I want to make clear that these estimates are not necessarily directed 
to the obligations in connection with these projects. These are the 
long-term estimates we request from the mission when they send in 
their proposal for a project so that we may know the general magni- 
tude of the project they propose. 

It does not represent either the obligations or the expenditures. 
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I will refer specifically to one case that the Comptroller General 
mentioned. This is in the case of highway and bridge construction 
in Vietnam. He pointed out that in 3 successive years we estimated 
an increasing estimate of the expense in connection with this project, 
starting at $44.8 million; the next year, $65.6, and the third year, 
$91.5. The point that the Comptroller General made was that we 
had not, in the presentation books, made clear the reason for these 
increases. Why was it that it went from $44 to $91 million in 3 years? 

I don’t believe there was any claim that we were tying up funds 
unduly or wasting funds. He was directing himself to the type of 
information that ICA should provide to the committee so it could 
properly evaluate the projects themselves. 

In our present setup, if you again want to turn to Korea, you have 
all the projects listed on page 89, givng you the direct U.S. dollar 
cost that we plan for fiscal year 1960, the technicians, the contracts, 
and commodities, and the local currencies which we intend to make: 
available for the project. 

Now, this is basic information. What the Comptroller was direct- 
ing himself to was the open project books we supply to the committee. 
There we found estimates which varied from year to year and in this 
case in connection with the roads for Vietnam the estimate started 
off at $44.8, went to $65.6 and then to $91.5 million. 

Now, let me indicate clearly here what the actual record of obliga- 
tions and expenditures is in this particular project. Through June 30, 
1958, which includes fiscal year 1958 and prior thereto, the obligations 
were $33 million, the a ae which means actual application 
of funds toward getting the job done such as signing contracts and 
signing implementation documents, $27 million, which I think is a 
very good record. 

he expenditures are nine. The estimates for 1959 are $15 million 
worth of obligations and subobligations of 16, with expenditures of 15. 

So the total figures are these for all periods up to the end of 1959: 

Forty-eight million dollars obligated and these are figures I am 
giving you from the open project. book—$25 million expended. 

Of the $48 million, $43 million have actually been put into opera- 
tion in that an implementation document has already been signed 
and a contract is on its way. 

Mr. Curtis. Mr. Chairman, may I inquire, have we got this open 
project book that he is referring to? 

Mr. Saccio. You have the 1959 open project: book, sir, to which the 
Comptroller General was referrin gE. 

Chairman Morean. We only have one copy for the committee. 
The members do not have it before them. 

Mr. Jupp. Well, that isn’t very helpful to us. Why don’t we have 
individual copies of that? The same as we have of these other 
volumes ¢ 

Mr. Fasceti. The biggest reason is, I suppose, because we never 
really got into specific projects. 

Chairman Morean. We had copies last year but the book for this 
year is not yet ready. 

Mr. Jupp. I remember that once we spent a whole day on Egypt. 
I questioned the project of how to make better moisture-resistant 
bricks in Egypt where it never rains, the nationwide aerial mapping 
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of its water supplies and so on. I admit I haven’t gone over these 
individual projects country by country in such detail this year. 

Mr. Fascett. Mr. Chairman, while Mr. Saccio is on that Vietnam 
thing, reading from the open book, will he turn to page 155 in the 
Far East book and tell me which project it is by name ¢ 

Mr. Saccio. It is under the word “Transportation,” in the middle 
of the page. “Highway and Bridge Construction,” the total amount 
is $16 million, which is being requested. 

Mr. Fascetx. That is being requested for fiscal 1960? 

Mr. Saccto. That is right. 

Mr. Fascetu. What figure does that relate to out of the group you 
just read? Any? 

Mr. Saccro. No, I gave you the total amount of obligations up to 
the end of fiscal 1959. 

Mr. Fascetu. That means that in your department you have allo- 
cated “X” number of dollars on paper ? 

Mr. Saccro. Oh, no. No. Obligations mean we have actually 
signed project agreements which cover $48 million of services and com- 
modities for the roads. 

Mr. Fascexy. I thought you said that was subobligation. 

Mr. Saccio. Well, let me go on. Once you signed the obligating 
document with the host country it means that the money is set aside 
for this particular project. We then go to the next step, which is the 
implementation documents and $43 million have already been signed. 

Mr. Jupp. That is the subobligations? 

Mr. Saccro. That is right. Which means we are at the stage where 
the contractor knows that he has got to do the job and we are signing 
a contract with him to do it. 

Mr. Fascety. And you have actually expended—— 

Mr. Saccto. $25 million of that amount. 

Mr. Fascreii. And you expect to expend in fiscal 1960, $16 million 
more, you are asking for obligation of $16 million more? 

Mr. Saccio. We haven’t shown a forecast of the project expenditure 
in 1960 but we are asking for $16 million more to obligate. 

Mr. Fasceiu. Which would give you 48 plus 16? 

Mr. Saccio. That is right. 

Mr. Fascetu. That gives you 64. 

Mr. Saccio, That is right. 

Mr. Fascetx. What did you estimate this project for last year? 

In other words, what I am trying to find out is—— 

Chairman Morean. Mr. Fascell, if you will look in the subcom- 
mittee report just issued today, this is spelled out in detail on page 21. 

Mr. Fasceti. Well, maybe I should catch up with my homework, 
Mr. Chairman. 

I wanted to know whether this involved several road projects, all 
projects, all bridges, whether they are new projects, increased esti- 
mates on old projects. Otherwise the figures have absolutely no 
meaning. 

Mr. Saccio. Let me tell you what the specific goals or the purposes of 
this project are and give you a feel for what we are doing. 

Mr. Fasceiu. I am not interested in that. I am with you. Let’s 
assume I am for highways and bridges. 

Mr. Saccio. Well, I want to tell you what the money is for. It is 
not just to build one particular highway from one place to another. 
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It applies to the transportation system in Vietnam and these are 
the objectives: 

First, to rehabilitate the highways they have so they can be used. 
Second, to build new highways which are necessary for both eco- 
nomic and military purposes. Then to develop a highway depart- 
ment in the Government itself so that they can handle this sort of 
thing themselves. Most of these countries such as Vietnam don’t have 
such a setup. 

Third, to train personnel in carrying out the functions of the 
highway department;. planning, administering, research, design, 
and construction of their own highways. 

Mr. Fascetu. I appreciate this and I don’t expect an answer, but 
I would like to get my question on the record to indicate what con- 
cerns me: When was the plan developed for a transportation system in 
Vietnam and year by year what changes were put into it, if any? 

When is it going to be completed? =That is all I want toknow. I 
don’t want you to answer that now, but that is what I am seeking. 

If we are talking project by project and amounts, I expect you to 
spend the money honestly for the ee for which it was obligated. 

Mr. Saccto. Very well. May I refer then to the question I think 
was raised by GAO. They apparently say that we should give you 
the information in answer to the three questions you raised, that is in 
the presentation book, project by project. 

Mr. Fascetu. I understand and if I want it now, I have to ask you 
for it, but I can’t get it immediately because you have to go prepare it. 

Mr. Saccio. That is right, because it is not in detail here in the 
book. So the question I think before the committee is, do you want 
this information prepared in advance so that you will know why it 
was $44 million in 1956, why it went to $65 million and then to $91 
million? This is the question that the GAO raised: Should the com- 
mittee have this in advance ? 

Mr. Saunp. Mr. Chairman. I was in Vietnam in 1957 and they 
took me to a place where they had a big tool shop and they were 
cleaning up spaces for the road and to build a bridge over the river. 
Has that been completed? That was not too far from Saigon. 

Mr. Saccio. I was there in October of last year. The roads are 
almost completed. The bridges have not been. They are on the way 
toward being constructed. The roads are completed. 

I was on the road and I think I was in the machine shop that you 
refer to. 

I also saw the road in the north part of Vietnam which goes into 
the highlands. This has both military and economic objectives. 
The economic is to try to use the highlands for settlement: of the 
Vietnamese in that area who are not very well settled as yet. The one 
I think you were on was from Saigon right up the east coast. 

Mr. Saunp. We traveled over that, you know. 

Mr. Saccro. Yes. When I saw it in October 1958, it was pretty 
much completed. The road itself. They have had some trouble in 
getting the bridges designed, but they are on the way too. 

Mr. Jupp. May I ask a question at this point, Mr. Chairman ? 

Chairman Morgan. I would like to return to the regular order, but 
if you want to ask one question, proceed. 


Mr. Jupp. It is a basic question and I probably should know the 
answer, but I don’t. 
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. Qn nonproject assistance often times you probably begin this way: 
How much does this country have to have in dollars or wheat or 
whatever it may be to keep going economically? That is what defense 
support is for. 

you decide the country has to have $50 million worth of aid 
to keep its budget in reasonable shape. Then do you look around and 
say, “Now, for what can we most advantageously spend this $50 
million to stabilize or maintain that country’s economy?” Is that 
correct, on the nonproject aid ? 

_Mr. Saccio. Right. That is right. 

Mr. Jupp. When it comes to the project assistance, I assume you 
approach that the other way generally and say, “Now, it needs a 
road to open up this area for development, or for military purposes.” 
You decide what it needs in projects and then figure out the costs of 
them. 

In the nonproject, you begin with how much money it has to have 
to keep itself afloat. In the project you begin specifically with a 
cement mill or whatever it may be that the country needs, oo out 
what it will cost, and then come to us for the money. Is that correct? 

Mr. Saccro. No. The first process includes both the nonproject and 
the project. How much the country needs in general terms in order 
to maintain its economy. Then you divide it between the nonproject 
and the project assistance. The nonproject is intended, of course, 
to supply the foreign exchange necessary and, as you will see in con- 
nection with Vietnam, on page 159 of the Far East book, the composi- 
tion of nonproject: assistance is given; the types of commodities that 
we propose to import in connection with the nonproject assistance in 
Vietnam. 

Mr. Jupp. Let me try it again. First you decide how much this 
country has to have in foreign exchange and so on. Say it is $100 
million. Then you ask, “How can we best give this aid? To begin 
with, what specific projects are needed? It needs some power, some 
highways, some other things, and they add up to $30 million.” 

That leaves $70 million you then decide to give in surplus agri- 
cultural commodities or in other commodities that are sold to gen- 
erate local currency ? 


Mr. Saccto. Yes. 
Mr. Jupp. The first thing is the total it needs and then second, 


how:much is to be used for specific projects that we decide are needed 
to develop the economy to the minimum and third, the remainder 
for the nonproject assistance. 

Mr. Saccto. It is not really a process of deduction by saying, “First, 
take care of the project and see what is left for nonprojects.” It is a 
two-way street. Weconsider the whole picture. 

If you will refer to one of the statements here, that is really taken 
into account. For example, on page 73 of the World Wide Book re- 
ferring to Korea, these factors are laid out. The overall require- 
ments show under (a) military forces, (6) total consumption, and (c) 
investment. You have that in the right column under “Overall 


ye eormel 

r. Fascett. What page are you on now? 
Mr. Saccto. Page 73 of the World Wide Book. 
These are the factors. 
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The 15 percent is the Snansing thet we have to put in for capital 
improvements in order to keep the economy going, There is where 
your project assistance comes in. __ 

Now, of course, we do this same thing in nonproject assistance by 
allowing the private economy to import machinery and commodities 
of that kind, which can be used to either build pints or, on the other 
hand, supply raw materials for the operation of the plants. 

As I say, it is not just a process of deduction; it is a complete pic- 
ture where we try to decide the proportion between project assistance 
and nonproject assistance. 

Mr. Jupp. Thank you. 

Mr. Saunp. The Comptroller General gave us an idea of what 
should be done and he said it would take only a few additional pages 
to accomplish that. 

You know better than I do what he recommended. Are you willing 
to incorporate that in your next book? 

Mr. Saccio. We have no objection to that if the committee wants it. 
We can go through every one of these projects and show the informa- 
tion beyond what we have here. This book is full of information 
about the projects. It explains what we are doing, what our objec- 
tives are, and gives the specific title of the project that we propose to 
carry out, 

Now, as for the first part, we have offered to show pipeline figures 
which distinguish between project and nonproject assistance, and 
secondly, if this committee wants us to go into detailed explanation 
of each of the major projects—I don’t know how deeply you want to 
get into this, but I assume it is in the capital project field—what the 
general plans are, whether there have been any changes in estimate 
of expense; the amount of money we have obligated and the amount 
of money we expended. This can be done. e have to prepare 
in advance. I must advise you this is a tremendous amount of detailed 
information that we don’t try to have in Washington. The cable 
traffic and the air mail traffic would be voluminous. When you want 
to get this kind of detail, though our desk people and regional people 
have a very good idea of what we are doing, in making a presentation 
of these facts, we want to be sure and we have to get back to the 
mission to confirm our understanding. 

We now demand a tremendous amount of information from our 
missions in order for us to use our judgment on their proposals. 

Obviously what you have before you are not the mission proposals. 
Overall they have been cut. They have to give us the basic economic 
justification; they have to give us the details on the projects; by the 
time we come up here in March we have done 8 to 4 months’ work in 
a ee on their submission. : 

_ Mr. Jupp. Well, the Comptroller General said on the question of 
increased estimates of costs, that ICA was not receptive to its sug- 

tion that the justification for these increases should be included 
in the books. Can you tell us why you were not receptive ? 

Mr. Saccro. I read that particular remark in the statement and 
all I can say is that when we discuss matters with GAO, we disagree 
at times. I don’t know that we disagreed with this particular one. 
I think we said in effect that what we have been doing is what the 
committees have asked us to do; we have consulted on this subject 
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time and time again and this would be a tremendous lot of work unless 
the committee actually wanted it or wanted to go into that detail. 
And I am saying here today that if the committee wants it, we will 
do it. 

Mr. Jupp. Then it amounts to whether we, the committee, think 
the suggestion of GAO is sufficiently important to require us to say 
to you folks next year, “Come up with this material.” Is that the 
summary of it? 

Mr. Saccro. That is right, sir. We certainly would be very willing 
to go into this, if we know it in advance so that we can be prepared. 

Mr. Jupp. I would like at this point to ask Mr. Staples—we have 
them both here together—whether this satisfies what he brought up 
the other morning. Let’s thresh it out. We are all friends. 

Do you care to comment on my conversation with Mr. Saccio? 


STATEMENT OF GEORGE STAPLES, ASSOCIATE AUDITOR, CIVIL 
ACCOUNTING AND AUDITING DIVISION, GENERAL ACCOUNTING 
OFFICE 


Mr. Strapres. I wouldn’t mind at all, Doctor. 

What we said about the agency not being receptive was taken from 
the comments which the agency gave to us under date of April 29th 
and I would be very glad to furnish a copy of those comments to the 
committee if they want to analyze them and see whether or not we 
have interpreted the agency’s reaction correctly. 

Mr. Jupp. I think that is right. 

Mr. Srapies. I remember one thing in there and that is that they 
said such information about the change in estimates, by reason of these 
being long-term projects, was not directly related to what the agency 
was asking the committee for in the current year in the matter of 
appropriations. 

We just disagree with that. So what Mr. Saccio says now, that 
they are willing, that satisfies us. That is all we wanted them to do. 
As to it being a terrific job, I just can’t agree with the emphasis that 
Mr. Saccio is putting on it because we got the information right out 
of records which were here in Washington, and which had been sub- 
mitted by the missions. 

I don’t see how it would constitute any great problem for the agency 
to just incorporate that in the narrative text. 

Mr. Saccro. On each project ? 

Mr. Strarues. Each project of any substantial amount. We are not 
talking about little projects. 

Mr. Saccrio. Do we Bate the information here on the open projects 
of 1959? I just want to,show you the size of it and the work that 
goes into it. I do not object to what Mr. Staples says but it is a 
considerable job and it has to be checked out. 

Chairman Morcan. That is not complete. 

Mr. Saccio. Material has been taken out of this, but this is the in- 
formation that we presented to the committee on fiscal year 1959, 
The open project books. 

Now, added to this we will have to go into a detailed explanation 
of why these estimates were changed. 
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Mr. Jupp. How many, Mr. Staples, would you estimate there are 
of the major projects where there has been a substantial change in 
the cost estimate ? 

Mr. Srapres. We estimated it on about seven or eight projects, 
comprising those three countries of Vietnam, Korea, and Taiwan. 

Using those as a yardstick, I would make a rough guess and say 
possibly this would involve not more than about 50 projects world- 
wide which would be of sufficiently substantial amount to engage the 
interest of the committee. 


Now, I may be wrong on that when I say 50, but I think it is a good 
round number. 

They have many, many projects, possibly up to 2,000, but a good 
many of those are relatively small in amount. 

Mr. Saccio. These are not all the projects. We tried to determine 
a standard by which we got the most important—we used a million 
dollars as a base, but there are many other factors that have to be 
considered. 

Mr. Jupp. There are two things here. One is the size of the proj- 
ect and, second, we want to know about those projects where there 
is a sharp difference in cost estimates. If the cost estimate is sub- 
stantially the same this year as last year, and the year before, there 
is no use taking that up, but where there is a major difference, we 
would like to know the reason. 

Mr. Saccro. I might say that perhaps our feeling about the com- 
ments was not to the giving of information, but the implication that 
there was something radically wrong in what we were doing, or that 
we were wasting funds. 

Mr. Staples. I don’t know how we could have made it any clearer 
than we did. 

Mr. Jupp. I didn’t get that implication from GAO, Mr. Saccio. I 
just felt that whenever there is a case on which there is a sharp change 
in cost estimate, the agency itself should volunteer the information. 
I think it is worth the extra effort because it allays any suspicion that 
maybe something is being covered up. 

1 think the agency would be smart to do that, and we would be 
wise to give it the administrative funds to dig out the information 
and send it to us ahead of time. 

Mr. Pivcuer. If you would submit to the Treasury Department 
the record that you submit to us up here, do you reckon you could 
get by on income tax? I don’t think the GAO has said anything 
that showed that anybody is stealing anything or anything else. I 
think they have indicated that there is poor bookkeeping and it 
needs to be pes and this committee ought to know about it. 


Mr. Saccro. Did the GAO say that we weren’t keeping our books 
correctly ? 


Mrs. Bourton. No. 

Mr. Pitcuer. They didn’t say that. They said it could be improved 
and even if you made improvement it would take years to bring it up 
to where they could say you were doing a good job. 

Mr. Saccio. They said we had been doing a good job, if you want 


quotes from their statement, but this was a never-ending process 
because it was so complicated. 
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I don’t think there is any basic disagreement between GAO and 
ourselves. This is the toughest business that—well, I can only speak 
for myself—that I have ever been personally involved in, and it has 
a tremendous lot of detail. 

In reference to what we objected to, I don’t think this committee 
saw the draft report of GAO. We got an implication that there was 
something wrong about our projects and that is why I brought u 
the figures on this highway in Vietnam. Our record on this is gaiod. 
There are more difficult projects, I am ready to admit, on the record 
of actual expenditure of funds. 

Mr. Saunp. You were going to train the police force in one country, 
that was the third item. 

Mr. Saccro. That is right. 

Mr. Saunp. There were three items. One was about electricity. 

Mr. Saccto. There is a second item in Vietnam and that. has to do 
with the police. 

Mr. Jupp. Mr. Chairman, before we get into that, I think the docu- 
ment Mr. Staples spoke of should be available to us, the report that 
ICA made to GAO after the latter made certain suggestions as to 
amplifications or clarifications in the presentation books. 

Mr. Saccio. Here is our response to the draft report if the com- 
mittee wants it. April 29, 1959. 

Mr. Jupp. Mr. Staples, is that the one you are referring to? 

Mr. Sraptes. Yes. 

Mr. Sacctio. That is our answer to their draft report. It is not 
~ t the statement. If you will notice the statement of the Comptroller 

neral 

Shr Jupp. I know. I mean the reply by you that he was speaking 
about. 

Mr. Saccro. This is only on the economic side. 

Mrs. Botton. Mr. Chairman, may I ask just one simple little thing: 
We got into this the other day and I have asked this two or three 
times and I get no place fast with it. Can’t we have either as a sum- 
mary in some other way—(1) how much have you had, (2) how much 
have you spent, (3) how much is still in the pipeline, and (4) how 
much do you need ? 

Mr. Saccio. It is—— 

Mrs. Botton. Where is it? 

Mr. Prrcuer. How much is in the pipeline? I would like to know 
that. 

Mrs. Botton. What I mean, Mr. Saccio, these books are absolutely 
impossible for anybody who is doing other work in their district. 

it! Saccis. I sympathize with you, Mrs. Bolton. There are ve 
few people in our agency who have read through all of this material. 
The desk officer knows his country; he knows the material ‘in there. 
Iam saying it is the nature of the problem. 

Mrs. Bouton, But what I am saying is, in every one of these, 
things can be summarized. We could have a summary of it, couldn’t 
we? 

Mr. Saccro. I think we have done a fairly good job in summariz- 
ing. I believe the trouble is, and I think the GAO would agree, if 
the committee is going to examine each project, summaries are not 
adequate. 
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Mrs. Botton. Of course it would not be adequate. That is not all 
we want, but we will be asked on the floor, “How much is involved 
in this thing? How much have they spent } How much have they ? 
How much is in the pipeline?” 

We can’t get through that without these answers. 

Mr. Saccio. The overall picture is right here in the worldwide book 
which gives—— 

PB 2 oLton. Well, where? If it is there, hooray. That is wonder- 

Mr. Saccto. Page 164. 

Mr. Fascety. One of the problems is, we have so much material we 
don’t know what to do with it. 

Mr. Jupp. That is right. 

Mr. O’Hara. Mr. Chairman. 

Chairman Morean. Mr. O’Hara. 

Mr. O’Hara. Mr. Chairman, supplementing what Mrs. Bolton has 
said, we were told there are over 1,400 projects. It would be helpful if 
these projects were listed by countries and progress data supplied 
year by year. We could then keep an eye on each project. Mr. Saund 
asked a question that I could understand. He has seen a road and 
he was interested in whether that road had been completed. 

Mr. Saccio. Fortunately, I was there and could answer to it. 

Mr. O’Hara. Would it be possible to furnish us such a list? 

Mr. Saccio. I would first advise you that the number of projects 
are 1,400. First of all, anything is possible. 

There are 1,400 projects. You have to take the technical coopera- 
tion projects, all of our technical cooperation work which, incidentally, 
covers about $150 million. It is in project form. We have an objec- 
tive and we are going to accomplish it. That is what really “project” 
means, Whereas nonproject means you just let the economy carry out in 
normal course by supplying foreign exchange. Perhaps you would 
want a recital on all technical cooperation projects and then separately 
or just only capital projects. 

Mr. O’Hara. I have in mind something simple that would list all 
projects and show us at a glance the rate of progress and the costs. 
If the digging of a ditch continued year after year we might want to 
take another look at the ditch. Would there be secrets divulged in 
such a report ? ; 

Mr. Saccto. Oh, no, there is no secret about this. 

Mr. O’Hara. It might be contained in a small book we could carry 
in our pockets, and if somebody on the floor asked “What are you do- 
ing?” we then could answer definitely, “Here is what we are doing; 
here is what has been done.” Then next year the book would enable 
us to tell our colleagues just what progress had been made on any 
project in which they were interested. Just ubout the way you an- 
swered Dr. Saund’s question. ; 

Mr. Saccro. Let me emphasize, Mr. O’Hara, again, we are talk- 
ing about 13 percent of the money. This would not be the full story 
even if we were able to get a project-by-project description, because 
the rest of the money goes into nonproject assistance which is intended 
to shore up the economy. , : 

But, I am willing to discuss with the committee and its staff this 
sort of a possibility. It is more work, but if the committee wants it, 
we are ready to do it. 
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Mr. O'Hara. I am thinking of our position on the floor. Somebody 
brings up something and right away we should be in the position of 
answering with the up-to-minute facts. 

Chairman Morean. Mr. O’Hara, this staff memorandum which was 
issued last March doesn’t. go into detail, but the overall figures are 
summarized in it. 

Mr. O'Hara. We have it then ? 

Chairman Morean. Yes. 

Mr. O’Hara. Thank you. 

Mr. Fascety. Mr. Chairman, may I inquire as to exactly what the 
open project book discloses ? 

Mr. Saccro. Let me give you a page here and I will show you. 

Mr. Fascetx. Just in broad, general terms, what is it? It is an 
open project book. What does it mean? 

Mr. Saccio. It covers the projects not yet completed and as to which 
we are asking additional funds so that you know what we are doing 
in these particular projects: 

Mr. Fascexy, And in this book all those type projects are listed in 
detail, are they not? 

Mr. Saccio. They are. 

Mr. Fasceizt. There is what Mr. O’Hara is talking about. Isn’t 
that right ? 

Mrs. Borron. And there is one in the office, isn’t there ? 

Mr. Fascety. This is it right here. 

Mr. Saccio. These are major projects. 

Mr. Jupp. I am sorry I interrupted, Mr. Saund. We ought to get 
back to your second project about public administration. You asked 
for pres on that. I interrupted you and I want to get back on the 
track. 

Mr. Saunp. I am just talking of the way it hit me. Even with this 
prevtic administration where we were going to trin the police force, 

ow could the estimate for training the police force increase threefold 
in two years? 

Mr. Saccio. We start off in 1955—— 

Mr. Saunp. 1958 or 1959. 

Mr. Saccio. I say, this project was initiated in 1955. Now, you just 
hark back to what the situation was in Vietnam in 1955. 

We started off in the area of trying to do something just for the 
local police in Saigon, In the 7 fly en area. Then we got 
into a security problem throughout the country, which is not in the 
area of the military. 

[Security deletion. ] 

Mr. Saccio. So his great desire is that we would assist him in the 
development of civil police and that there would be two types: (1) 
the local town police and (2) the country police, or what we might 
call the State police. 

Our job essentially was to try to help him accomplish this purpose 
without agreeing to all his objectives. 

[Security deletion ]. 

Mr. Saccto. Now, there is the background on which this sort of thing 
developed. I haven’t got all the details, Mr. Saund, but the fact is 
that the estimate here changed because the actual things that we were 
going to do have changed. So you are not only talking about just a 
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local police in the area of Saigon and Chalon, but you are talking about 
the civil pelice for, the, entire country,.in the,area, where there are 
attacks from time to time from either dissident groups or subversive 
roups. 

When I there in October of 1958 he had just come back from a visit 
to a plantation, a rubber plantation. He was greeted there by the 
French owner and given a very great reception. The day he left a 
band of 400 walked in and burned the place down leaving a note saying 
“This is our return visit to you, President Diem.” This is the kind of 
thing he is trying to meet, not with a military group—but with a civil 
indigenous police force that can take care of the problems of security 
in the lowlands and the uplands so that the people can actually work 
and produce enough food to eat. 

Mr. Saunp. In 1955 or 1958 or 1959 the estimate increased three-fold 
or something like that. Do you pay for the police force $18 or $19 
million ? 

Mr. Saccro. These are the estimates, $5.5 million, $13 million and 
$18 million. 

The actual obligation up to the end of fiscal year 1958 was $6 million 
and the expenditures were $1 million. I can give you the detail of 
what we were doing. 

Mr. Saunp. I don’t want to take too much time, but do you pay those 
policemen $13 million? That is a lot of money for one year. There is 
only 12 million population in that country. Is this for training the 
policemen ? 

Mr. Saccio. This is not an annual cost we are talking about, this $18 
million. This is over a period of years. This is for equipment and 
training and bringing participants to this country. 

This is not for the payment of the salaries of the police. It is the 
equipment they use, the training, the agency which provides training 
in central police operation and the sending of participants to this 
country. 

Now, as far as an annual expenditure amount is concerned, I don’t 
think I can give it to you from these figures, but up to the end of 1958 
what was expended was $1,104,000. It is estimated jn this year, this 
fiscal year we will spend $2,377 million. 

Mr. Jupp. On page 154 you have almost $4 million programed 
for equipping and training the Civil Guard, the national police force 
and other civil police units to play a vital role in coping with acts 
of terrorism committed by Communists and dissident groups. 

Mr. Saccio. That is right. 

These amounts we estimate, Judge Saund, are not anything but 
what the mission is telling us they think it is going to cost to com- 
_ the overall project. This is the sort of information we want to 

ave so we can judge the validity of the overall project and it is not 
the annual amount. 

Chairman Morean. Let’s go back to regular order, sir. Will you 
proceed, Mr. Saccio. 

Mr. Saccro. I think I have covered basically the statement of the 
Comptroller General and if I may proceed on to the statement of 
Mr. Hardy, I should like to do so, 
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Mr. Chairman, we filed with this committee on May 11 a statement 
in response to Mr. Hardy’s testimony before this committee. I would 
like to refer to the specific problems m the statement. 

The first one is a quotation from Mr. Hardy in which he says, 
“T am not sure that it”’—meaning Laos—“is free because of what we 
have done. It might be in spite of it.” 

I just want to register a complete dissent to that statement. It 
seems to me that, admitted, all the difficulties we have had both in 
administration—and I will freely say in policy, in trying to accom- 
plish our objectives in that country—it is certainly true to my mind 
that if we hadn’t tried and if we hadn’t taken our chances, we would 
not only have lost Laos but we would have lost that whole area be- 
cause, as you see by any map that you have of Laos, the country, once 
lost, would mean the probable loss of Vietnam, Cambodia, and possi- 
bly even Thailand. 

I would suggest that if you feel as Mr. Hardy does, if you agree 
with his conclusion, that perhaps the way to meet the problem 1s to 
put in an amendment preventing us from giving Laos aid. 

Now, this doesn’t mean that we do not admit that we have made 
errors. Mr. Hardy says that we are not receptive to suggestions of 
change and I, for one, would say the record of the hearings this year 
before this committee would deny that without any question. But, 
generally speaking, in Laos itself we were not unaware of the kind 
of problems we were faced with. This committee knows it. The 
subcommittee of the area had heard testimony in connection with the 
statement he made that the State Department tried to prevent the 
GAO from going in there. Testimony was received last year which 
made quite clear what was said to the GAO at that time and I quote 
it in my statement at page 8. A State Department witness appeared 
then and gave the reason why we asked the GAO to desist for a while. 
The fact is this committee knew the situation as of May 7 and May 8, 
1958, before the authorization bill was passed by the House. Though 
it may not have had it right the minute the hearings began, it had 
this information before the House was asked to vote on the authoriza- 
tion. In other, words, the committee was fully advised of the diffi- 
culties we had. 

Now, it isn’t just a simple matter of good administration or of 
keeping books right. 

I haven’t been in Laos personally, but I have been close enough to 
know that it must have been a pretty rugged operation at that time. 
We sent a mission in there and said, Lock, we will not be able to help 
you too much, we will send you people that might not be competent 
to do the job, but you have to do everything you can to carry out 
our policy to help this country.” 

Now, the political results 1 am not qualified to talk to but as a lay 
person I would certainly say there is no question in my mind that we 
= in a far better position politically than we were back in 1956, 1957 
and 1958. 

You have a government there that is western-oriented who are try- 
ing to do a job, who are trying to get rid of some of the abuses that 
we all knew were taking place. They have come forward and actual- 
ly gone through with a process of currency reform which was the 
basic reason for the difficulties we had and I think overall we have 
something to be proud of. 
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Now, it is not going to look good, as in any war, cold or hot. Peo- 
se are going to get hurt and their reputations are going to suffer. 

ut Americans who were asked to go out there, in my judgment did 
a good job. 

On specific items, I don’t think Mr. Hardy intended to be hard on 
me personally because we are neighbors ook friends, but he thought 
I gave a false impression to this committee when I appeared here 
March 25 and stated that we had acted immediately on the internal 
audit report completed in the summer and the fall of 1958. At that 
time I said that the auditor had got back in October and before the 
ink was dry on the internal audit we had taken action. 

Well, I did made a mistake. The auditor did not get back in Octo- 
ber, but the ink was not dry, the audit report was still in draft form, 
when an airgram went out to the field and said, “Stop payment to the 
Universal Construction Co.,” and his statement that the audit was al- 
lowed to lie for 6 months without any action on our part is just not 
correct, 

Mr. Saunp. Mr. Chairman, I don’t want to take too much time of 
the committee. I would like to ask this question in regard to the 
Hardy report and your rebuttal to that. 

I wasn’t here when Mr. Hardy made that statement, and I haven’t 
had a chance to read your answer, item by item. Mr. Hardy is the 
chairman of a subcommittee whose responsibility it is to go out and 
check—a Government Operations subcommittee. I was in Thailand 
when that subcommittee was traveling in 1957 and I know they had 
been working very hard. I couldn’t even get a smile out of Congress- 
man Jack Brooks. You know he had ray pretty sick or tired not 
to get a laugh out of him. They were really working hard. 

would just suppose that Mr. Hardy’s committee must have held 
hearings, must have made a close study before he came to this com- 
mittee and presented his views. 

Mr. Saccio, when you are answering, what kind of an investigation 
did you make; how much study did you put into it; how many other 
members of your staff in Laos and here were consulted, and sub- 
mitted a report before you could, item by item, refute what Mr. 
Hardy said? 

I am just asking that as a friend. 

Mr. an: I will answer it. 

The statement filed on May 11 is backed up by all the evidence 
that we have on the subject and we think we have done a thorough 
job in answering the specific statements. This doesn’t mean, Judge 
Saund, that I deprecate the work that Mr. Hardy has done on this 
report. He has thoroughly investigated and I might add, with the 
cooperation of our staff. There hasn’t been a piece of information, 
Judge Saund, that the Hardy committee wanted that they did not 

et. We had one disagreement and that is making available the 

irectors’ evaluation reports and the efficiency reports. Other than 
these, they have our documents. They have everything that we have 
in connection with the operations in Laos. 

Incidentally, the subcommittee did not go to Laos. They do not 
have the evaluation report and they do not have the efficiency reports 
which are made up by our supervisors because of the rule of the Bate 
Department that these will not be released by the executive branch. 
Now, those are the two exceptions. 








1822 MUTUAL SECURITY ACT, 1959 


As far as books, papers, opinions, cables, and everything are con- 
cerned, they have them. 

And my answers to them, sir, if you have an opportunity to read 
them, will show you that we are not saying that we were perfect, 
that we were absolutely right in the things we did. We understand 
our problems; we knew our problems right along. We made audits 
ourselves right along which I have outlined here in my statement and 
when I have an opportunity I will give you an idea of the kind of 
work we do in the audit field ourselves. 

I have a statement in connection with that, with these submissions 
(indicating) which I will come to as soon as I get through with the 
other items on my list. 

Mr. Saunp. Just one other thing. 

In other words, I understand whatever Mr. Hardy said, you have 
enough information in your office to just write out, item by item, an 
answer to whatever they said, is that correct? You have sufficient 
records in your office—you could sit here in your office in Washing- 
ton and answer item by item everything Mr. Hardy said? 

Mr. Saccto. This is an accumulation, Mr. Saund. After all 

Mr. Saunp. I mean you have the information here to refute that? 

Mr. Sacco. Certainly. As I say, Mr. Hardy hasn’t issued his re- 
port yet. These are statements he made in testimony. This is based 
on the information we have here and where we were in doubt we got 
the best information we could get from the mission. It is an accumu- 
lation of about a year’s investigation. 

We have a lawyer who has been at the beck and call of Mr. Hardy 
throughout this entire investigation, who knows what they want and 
has been able to supply what they want. He has been bringing up 
the witnesses and I might say, Mr. Hardy was fairly complimentary 
on our cooperation with him. He didn’t say it in this committee, 
he did say so when I went up to testify before him the Monday 

ore. 

Mr. Saunp. I think it will be better for the supporters of this pro- 

m, if you don’t come out refuting everything he says. I don’t 
ow whether you should have done it or not. I don’t know what 
all he charges. 

Mr. Saccro. I might say that the committee asked for this reply 
in response to Mr. Hardy’s testimony. 

Mr. Seipen (presiding). Is this the statement you are presenting 
for the record ? 

Mr. Saccto. We have put it in the record. 

Mr. Curtis. The report upon which this statement is based hasn’t 
even been made yet. I would like to postpone a decision as to whether 
this is placed in the record. 

Mr. SELDEN (presiding). It is my understanding these are answers 
to statements made before this committee by Mr. Hardy. If he has 
made the statements and Mr. Saccio has prepared answers to it, I would 
think those answers should be allowed to stay in the record. Mr. 
Saccio even refers to the page numbers of the transcript in the state- 
ment he has presented. 

Mr. Jupp. Subject to what Mr. Saccio said, this should be revised 
if Mr. Hardy revises his testimony. There could have been a typo- 
graphical error, you see, which he will have corrected. 
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Mr, SELDEN (presiding). If there is no objection, this statement will 
be allowed to remain in the record subject to the corrections of Mr. 
Hardy or Mr. Saccio. 

Mr. O’Hara. I would agree with the gentleman from Massachusetts 
that we ought to consider that, take it under advisement. 

Mr. SELDEN (presiding). If there is an objection, we will proceed on 
that basis. 

Mr. O’Hara. It seems to me you are giving emphasis to what 
the Congressman said. It might give a different impression from 
the one you want to give. 

Mr. Saunp. I with Mr. O’Hara and Mr. Curtis. We are like- 
ly to just cause bad blood. 

Mr. Saccro. I would suggest if you have Mr. Hardy’s statement, 
I would certainly like to have mine in the record. 

Mrs. Boiron. That is the point I would make. 

Mr. Saccro. I will leave that to the committee. 

Mr. Saunp. Mr. Saccio, we want to help the program and you can 
see what the effect of that would be. If you insist, we will put it in. 

Mr. SELDEN (presiding). He is not insisting. He has given this 
information at the request of the committee. 

Mr. Jupp. The committee asked for answers. 

Mr. Crawrorp. Could I say something off the record for just a 
minute ? 

(Discussion off the record.) 

Mr. O’Hara. I move we leave the decision to the chairman. 

Mr. Jupp. I think that is good. Sometimes if you come back too 
sharply you hurt your own cause. 

Mr. SELDEN (presiding). All in favor of Mr, O’Hara’s motion will 
signify by saying “aye.” 

Opposed, “no,” 

The motion is carried. 

Proceed, Mr. Saccio. 

Mr. Saccro. I next wanted to refer to the statement of Congress- 
man Fountain, a member of this committee, in which he referred to 
the investigation before his subcommittee. 

We should like to preface our comments by expressing the ap- 
preciation of ICA for the constructive suggestions which have been 
made by Mr, Fountain’s subcommittee and its staff for improvement 
in our operation and in tightening our coordination with the Depart- 
ment of Agriculture. 

We are rather surprised to hear, however, that his subcommittee 
was having difficulty in obtaining the information which they de- 
sired. We believe that the hearings of the subcommittee will show 
that our people at each administrative level have testified at great 
length on all questions that have been raised. 

In addition, we have supplied the subcommittee with numerous 
special exhibits reviewing the financing of particular transactions. 
We have also devoted many hours to explanation of our policies and 
procedures to the committee staff. Indeed, at the close of the hear- 
ings on July 18, 1958, the subcommittee expressed its ch mr vo 
for the cooperation demonstrated by ICA in supplying information. 

Just prior to the meeting of Mr. Fountain and Mrs. Dwyer with 
Mr. Smith, the agency reported to the subcommittee on action taken 
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pursuant to its study of the matters which have been brought out in 
the hearings which had been adjourned on October 1, 1958. This 
report was contained in a letter to Mr. Fountain dated February 
4, 1959, from Mr. William FitzGerald, ICA Deputy Director for 
Management. The report dealt with such matters as increase in staff 
assigned to price review of ICA-financed surplus commodity trans- 
actions, nenpersiien of a manual or policies, procedures, and criteria, 
governing this activity, improvement in reporting, and tightening of 
haison with the Department of Agriculture. We have also reported 
on our progress in these efforts since that time. 

On February 17, 1959, we transmitted to the subcommittee detailed 
answers to a list of questions submitted to ICA on January 8, by Mr. 
Naughton, counsel for the Fountain subcommittee. Most of the 
questions covered matters which were raised in the meeting of the 
subcommittee with Mr. Smith, One of the questions which was dis- 
cussed during the Smith meeting and also in the hearings last sum- 
mer is the wont and wisdom of ICA’s policy of financing the 
_ of surplus agricultural commodities through private channels of 
trade. 

Mr. Fountain raised this question again last Wednesday in con- 
nection with the opportunities for profits presented to exporters by 
the use of this system. 

As we had indicated in our testimony at the hearing, held by the 
committee last year, ICA finances sales of surplus agricultural com- 
modities to importers in cooperating countries through regular com- 
mercial channels of trade. We have explained that this policy was 
followed under (a) the congressional mandate in section 413 of the 
Mutual Security Act, (b) the section 402 reference to the use of 
Public Law 480 standards for the use of private trade channels, and 
(c) the Public Law 480 requirements for use of private trade channels. 

In adopting the policy of transfer of agricultural commodities 
through regular commercial channels of trade the framers of the 
Mutual Security Act assumed that if exporters in ICA-financed 
transactions charged no more than prevailing U.S. market prices as 
required under section 510 of that act, there would be adequate pro- 
tection of U.S. funds. Congress accordingly made no provision 
granting this agency any authority to regulate, control, or guarantee 
— on these commercial transactions, or for reimbursement of any 

osses that might be incurred. 

If ICA were to gage the validity of a transaction by a profit stand- 
ard, it would be necessary to determine a proper yardstick for ascer- 
taining what is a windfall and what is a reasonable profit. 

If the Foreign Affairs Committee is convinced that the Government 
should follow a different policy for financing transactions involving 
surplus commodities from CCC stocks, it may wish to make an appro- 
priate change in the statute. 

We should be happy to work with the committee staff in preparing 
such legislation. We point out, however, that transfer of these stocks 
through reimbursement for services rendered by traders will not 
change the basic economic factors at work nor will it necessarily reduce 
the cost of the disposal program. It will mean a shifting of the entre- 
preneurial or risk-taking function from private trade to the Depart- 
ment of Agriculture. 
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Mr. Fountain’s reference on page 4013 of the transcript to our 
price analysis program, as merely spot checking, might possibly be 
misunderstood out of the context of our full explanation of the detailed 
procedure of this activity in last year’s hearings and to the subcom- 
mittee staff. Admittedly, the analysis is on a sample basis as most 
postaudit. activities are, because of the large number of transactions 
involved, 

Mr. Fountain’s preference to one and a half persons assigned to 
the work applies to food commodities. We had, and still have, two 
additional people assigned to cotton and other fibers. 

Mr. Fountain indicated that the subcommittee had found excessive 
prices on transactions which they had spot checked. We have analyzed 
a substantial number of transactions which the subcommittee thought 
might be overpriced, but thus far have found only one which appears 
to be in violation of the price provisions of the ICA regulation 1. A 
claim against the supplier has been prepared in this case. 

Mr. Fountain also mentioned the fact that one of the staff —— 
to price analysis of food commodities was sent to school for a long 
period of time. We have explained to the subcommittee that this man 
was an ICA foreign service employee who had been assigned to price 
analysis work during his 2-year Washington tour of duty. He was 
sent to Foreign Service School for additional training for 90 days 
last summer when he was nearing the completion of his current tour 
of duty. This was in preparation for a new assignment in the field. 

In his absence his workload was carried by the assistant chief and 
the chief of the branch. That man has been retained in price analysis 
work to date even though his replacement has been on duty for over 
2 months, 

There was an indication on Mr. Fountain’s part that we had not 
been cooperative nor given him all the information he wanted. 

I should like to read from the minutes of the hearing before his 
subcommittee dated July 18, 1958: 

This is the statement of the counsel of the subcommittee : 

I think the record should show that the personnel of the ICA have been very 
cooperative in responding to direct requests by the subcommittee for informa- 
tion. They have been extremely cooperative in allowing us to retain material 
and examine it in our offices and return it to them later. We certainly appreciate 
this cooperation. 

So we were somewhat surprised when Mr. Fountain said that he 
had difficulty getting information from us, 

As this statement says, we have constantly responded to specific 
questions that they have raised in connection with the purpose of 
surplus agricultural products. 

Now, substantively the three questions are—and I won’t go through 
it, I will just mention the subjects. One is, why don’t we buy surplus 
agricultural products directly from CCC instead of: buying it from 
private suppliers? 

Two, is the number of checks that we make on transactions to see 
that they are in accordance with law and not. excessively priced. 

And, three, is the business of buying from CGC. The law requires 
us to buy from private channels. It says to make every effort to do 
so and this is repeated three times: Once in section 402 of our act, 
rate in section 413 of our act, and thirdly in section, 101 of Public 

w 480. 
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The law requires that, to the maximum extent practicable, these 
commodities be purchased through private channels of trade even in 
the case of stocks owned by the CCC. 

The —, is another question we can discuss and if the Congress 
changes the law, of course, we would comply. 

Too, on the business of reviewing surplus commodity transactions, 
aside from the question of excessive profits, the thing we check out 
is whether they are charging prevailing prices according to section 
510 of the Mutual Security Act, as amended. We have been in co- 
operation with the subcommittee. We did have more than one and a 
half persons; we had four most of the time. We have since added 
two more permanently and two on temporary detail on the problems 
in which the subcommittee is interested. We have thus listened to 
the subcommittee’s suggestions and we have gone along with some of 
these suggestions, but this does not indicate that our spot checks have 
been inadequate. 

I think the figure overall is that we checked 30 percent of the trans- 
actions—38 percent of the transactions and that is not just spot 
checking; that is pretty thorough. 

And the last question about these refunds demanded on reclassifica- 
tion of deteriorated cotton, well, I think Mr. Fountain had the facts 
wrong because the question relates to CCC, and ICA is not involved 
in the subject at all. We have gotten refunds on quality deficient 
cotton right along just by investigating these transactions from time 
to time and being sure that the certification as to the class of the 
cotton and the value of it are correct. I am sure that our controller 
can give you any number of cases where we have gotten refunds 
from suppliers who have failed to carry out their warranties in this 
regard. 

Mr. Jupp. Where they gave us class 4 cotton where it should have 
been class 3 or something like that. 


STATEMENT OF JOHN MURPHY, ASSISTANT DEPUTY DIRECTOR- 
CONTROLLER, INTERNATIONAL COOPERATION ADMINISTRATION 


Mr. Murrnuy. As Mr. Saccio has said, Dr. Judd, we believe from 
reading the comments that Mr. Fountain confused some of our trans- 
actions with some that occur under Public Law 480. 

In our case we require an independent certification of the classifica- 
tion of cotton by the U.S. Department of Agriculture and we follow 
their classification rigidly. If the billing for cotton varies in any way 
from the classification established by the USDA, we require price ad- 
justment. 

So we honestly believe there has been some confusion of our trans- 
actions with Public Law 480. 

Mr. O’Hara. Mr. Chairman, as I recall Mr. Fountain’s testimony, 
he was only criticizing the lack of adequate personnel in spot checking. 
He said there was only one man to check thousands of invoices. You 
say that you have added one or two more men on this spot checking. 
That doesn’t completely answer Mr. Fountain’s remarks. The, ques- 
tion remains how many spot checkers are poured to do a completely 
satisfactory job. I think you might strengthen your position by ex- 


plaining how the one or two additional spot checkers can do all of 
the spot checking, if that is the case. 
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Mr. Mourpnry. First of all, Mr. O’Hara, I would suggest that the 
addition of the personnel that we added will definitely cover a reason- 
able spot check of these transactions. 

As Mr. Saccio has indicated, of the approximately $17 billion worth 
of expenditures for commodities that have occurred since 1948, when 
the ECA was set up, we have audited on a postaudit basis pursuant 
to section 510 over $6 billion—it works out to be 38 cents of every dollar 
that has ever been paid out, and in agricultural commodities in some 
categories the actual coverage has been greater than 38 cents on the 
dollar. In other words, the 38 cents is overall. 

Mr. Fountain’s consultation with us, and the investigation he was 
doing into the degree into which we were looking into this price check, 
indicated some areas where we definitely could improve our own staff 
and we accepted his recommendations and have adopted 

Mr. O’Hara. Then might I suggest you put something of that in 
your answer? I thought Mr. Fountain was very fair in his comment 
on that. He merely said you didn’t have enough personnel there. 

Mr. Mourrny. We have actually added personnel and we have added 
them in areas where we think real dividends will come because of im- 
provement in efficiency which may result in even greater coverage of 
price anaylsis work. We would be glad to supply those details for 
the record. 

Mr. Beckwortu. Could I ask a question of Mr. Murphy? Do I 
understand that the Commodity Credit Corporation has made avail- 
able $17 billion—how much of that? I didn’t get your figure? 

Mr. Murpuy. I don’t know, sir, offhand, how much of the total of 
that $17 billion could cover every kind of commodity ever supplied. 

Mr. Beckwortu. Don’t you have an idea ? 

Mr. Murpuy. Well, as Mr. Saccio has explained, we do not get the 
commodities directly from the CCC at all. 

Mr. Beckworru. That is not my point. I am asking you if you 
have any idea about what part heretofore made available actually 
came from the CCC ? 

Mr. Murpny. I would say that the amount of agricultural com- 
modities, now considered surplus, supplied under the ICA program 
was approximately $7.8 billion through June 30, 1958. We cannot 
ascertain what proportion of this actually came from CCC stocks. 

Mr. Beckxwortu. Do you have any idea based on your overall 
knowledge, how much profit has been or commissions have been 
afforded the people who obtained these products from CCC and sub- 
sequently sas) ie shipped them overseas? 

Mr. Murpuy. No, sir, I do not. 

Mr. Beckwortu. Is there any way you could estimate the figure? 

Mr. Murruy. This would require us to have available information 
which is not normally made available by the trade, Mr. Beckworth. 

Section 510 of the act requires us to determine that the prices paid 
for commodities under this program do not exceed the market price 
prevailing on the date the contracts are made. It does not require 
us to examine into profits or losses of the individual entrepreneurs 
involved. 

Mr. Becxworrtn. That $7.8 billion relates to commodities that this 
Government has bought, isn’t that true? 

Mr. Morreny. That is true. 
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Mr. Becxworrn. And if somebody, regardless of what the intent 
of Congress has been before, if somebody by purchases from the Com- 
modity Credit Corporation can make a lot of money without really 
doing anything for it, when the Government already owns those com- 
modities, if somebody can make a lot of money that way, money which 
taxpayers have paid or are paying, it ought to be stopped. 

Mr. Murpny. That is a policy question. 

Mr. BrecxworrH. I am asking you if you don’t have some idea about 
the profits—if you hear about excessive profits being made and if you 
have no information along this line, I hope you will direct some 
attention to ascertaining whether those purchasing our CCC products 
for sale overseas are playing fair with our taxpayers by making for 
themselves profits which are reasonable. There should, indeed, be 
no profiteering in a situation of this type. 

Mr. Jupp. Mr. Chairman, I should like to enter a demurrer at that 
point. I don’t see how this agency can take on that responsibility. 
If they don’t pay for commodities that they buy more than the market 
price for them, if somebody has maneuvered stuff with CCC and got 
it at a discount and sells it at a market price, then CCC ought to be 
investigated, but I don’t see how this agency should be. 

Mr. BeckwortH. Since both of them, Dr. Judd, both this agency 
and CCC are agencies of the Government and are engaged at least 
indirectly in these transactions, it occurs to me that both of them 
working together might get more information than one agency alone 
and these people do have a responsibility to the taxpayers of this 
country. 

Mr. Jupp. I don’t think they should be making an inspection of 
that sort. 

Mr. Beckwortu. They shouldn’t blind themselves to what is going 
on, but should be most alert to all the aspects of these transactions 
where goods purchased first by our Government finally are sent 
overseas. 

Mr. Currerrrecp. Mr. Chairman, I have been waiting some time 
for the witness to complete his statement so I could ask some questions. 
I request the regular order. 

Mr. Saccio. I refer to section 101 of the Surplus Agricultural Com- 
modities Act, Public Law 480 which says— 

Take appropriate steps to assure that private trade channels are used to the 
Maximum extent practical both from the sales of privately owned stocks and 
from stocks owned by the Commodity Credit Corporation. 

So we are in effect ordered to purchase from private suppliers. 

Mr. Breckworrn. I can see that, but I say again you should not 
blind yourself as to what might be going on. 

Mr. Saccro. I might say we have a mighty big job elsewhere and 
if we get into this sort of thing we may as well do it for all com- 
modities. Why just take it in surplus agriculture? 

Mr. Beckwortu. Because it is Government-owned material in the 
first place, the material to which I am referring. There is a distinct 
difference in the commodities and commodities which the U.S. Govern- 
ment has never purchased. 

Mr. SELDEN (presiding). Mr. Saccio, if you will continue with your 
statement we will ‘one under the five-minute rule in regular order 
as soon as you finis 
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Mr. Saccro. The next statement I have is directed to the question 
as to whether our agency has adequately done the job of checking its 
own operations both as to the personal integrity of our employees 
and as to the work being done for us. 

I have a paper here which is headed “Agency Mechanisms for Inter- 
nal Review.” 

In the course of the early congressional hearings for the fiscal year 
1960 authorization bill for the International Cooperation Adminis- 
tration, a number of questions have been raised regarding the adequacy 
of the mechanisms employed by ICA for managing its overseas oper- 
ations. The purpose of this statement is to describe briefly the several 
types of units employed in supervision and control of money and 
people in order that members of congressional committees may have 
answers to a number of their questions which have been raised at 
various points in the testimony. 

There are described below five mechanisms presently employed by 
the agency to improve management and general operations. 

1. Evaluation studies: Evaluation studies are conducted under the 
jurisdiction of an assistant to the Director for Evaluation. The func- 
tion of this office is to study in individual countries the effectiveness 
of country programs in the light of their content, direction, and effec- 
tiveness and to report directly to the Director the opinions of indi- 
vidual members of the evaluation teams sent out for this purpose. 
The scope of the investigation is usually broad and attempts to relate 
the ICA effort to the needs of the country and to the U.S. foreign 
policy objectives in the country. 

These teams, composed of representatives both of ICA and State, 
have made such studies in 16 countries. Personnel assigned include 
former ICA mission directors and senior State Department officers 
assisted by a junior staff assistant. These teams spend some time in 
Washington preparing themselves for the field studies, and approxi- 
mately 2 months actually on the scene in the country interviewing 
USOM, Embassy, and foreign government officials. Many of the 
problems developed are discussed with pertinent officials in the field 
prior to the time the team leaves to return to Washington to prepare 
its formal report. 

The formal reports of the evaluation team are submitted in the 
first instance to the Deputy Director for Operations and the appro- 
priate regional director. After a preliminary review, copy is sent 
to the Director with the proposed list of officials in ICA, Rate, and 
sometimes Defense to which the report is to be distributed. These 
reports contain a number of recommendations for improvement in 
mission operations, some of which involve action on the part of State 
and other Federal agencies. Many of the recommendations deal with 
confidential matters which are brought only to the attention of the 
director of the agency. 

ICA believes that the caliber of the reports prepared by the group 
has been very high and that most of the major recommendations of 
the evaluation group have been promptly put into effect. There are, 
of course, many recommendations which are more difficult to effect in 
a short period of time because they refer to basic oy which are 
sought to be effected in the attitudes and procedures of the host coun- 
try government. In every case, the regional director concerned devel- 
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ops a plan of action to put into effect the recommendations of each 
evaluation report. This plan of action requires action on the part 
of the mission and of various administrative, operational, and tech- 
nical offices in the ICA/Washington organization. 

2. Internal audit activities: Because of the global nature and ex- 
tensive complex financial operations of the ICA, a comprehensive 
audit system is required which adequately safeguards the resources 
of the United States and which continually contributes in a vital, 
progressive way to the effective financial management of the agency. 

The Audit Division of the ICA Controller’s Office conducts audits 
of expenditures in the United States. This audit is supplemented by 
price analysis of commodities, conducted by the Financial and Pro- 
curement Methods Division of the Controller’s Office. The Audit 
Division has also a staff of internal auditors which conducts, on a 
Ye te basis, thorough-going audits of the overseas operations of 

This overseas audit involves a survey of organization and opera- 
tions, examination of program files and records, and examination of 
accounting, financial, and other administrative files and records, and 
serves to supplement the mission’s own audit activities in this respect. 

These groups make a thorough study of the mission’s operations, 
attempting to point out remedial action required to the mission direc- 
tor and his staff. Upon return to Washington, the internal audit 
groups complete written audit reports dealing with many aspects of 
the mission’s operation. 

These audit reports contain findings and recommendations, many of 
which are directed toward improving certain procedures in Washing- 
ton as well as in the field. As in the case of evaluation reports, a plan 
of action is developed by the appropriate regional director to remedy 
deficiencies and make necessary changes. Because of the nature of 
the report, primary emphasis is usually upon changes which must be 
effected by the mission itself. The mission is, of course, given detailed 
instructions as to what these changes are to be. These reports are not 
considered to be completed until specific action is taken on each indi- 
vidual recommendation by the appropriate regional director. 

During the 4-year period from April 1954 to December 31, 1958, 
84 audit reports were issued and 17 additional reports were in review 
stages. 

During fiscal years 1956-58, 50 missions were audited which yielded 
1,113 audit recommendations. As of July 14, 1958, action had been 
completed on 997 of the audit recommendations and action was in 

rocess on the others. Since this date, an additional 23 mission audits 
ais been completed, and action is proceeding to implement all out- 
standing recommendations. 

ICA feels that its own audit activities are an important manage- 
ment tool, and in recent years the staff devoted to this purpose has 
been strengthened. 

3. End-use observation at mission level: Since 1948, special staffs 
have been trained and sent to field missions all over the world for the 
specific purpose of continuously investigating the extent to which local 
mission personnel and representatives of the host government are 
properly utilizing the goods, materials, and services committed to the 
program through project agreement or other means and verifying the 
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utilization of counterpart funds. These end-use auditors are attached 
to the USOM controller staff. The end-use observation or audit in- 
volves a physical check to ascertain that equipment and materials are 
actually on the job and are properly being used in accordance with 
the terms of the project agreement or other agreement by which ICA 
agreed to bring equipment or materials into the host country. The 
mission ¢sarom Yee also verifies the adequacy of the cooperating coun- 
try’s own system of internal controls, which includes the procedures 
utilized in the importation, distribution of U.S.-financed commodi- 
ties. It is through these independent audits that ICA is alerted to 
weaknesses or deficiencies and is able to initiate corrective action. 

This independent audit seeks to spot unauthorized diversions, to 
ascertain if there is unjustified stockpiling, to look for black mar- 
keting, to investigate maintenance of equipment, and a number of 
other problems related to the utilization of aid commodities and 
equipment. 

4. Inspections Division—Office of Personnel Security and Integ- 
rity: As a part of the Office of Personnel Security and Integrity, ICA 
has maintained for many years an Inspections Division which con- 
ducts investigations involving violations of ICA regulations by ICA 
personnel or violations of regulations by persons and firms under 
contract to ICA. It conducts investigations in cases involving crim- 
inal violations of U.S. statutes arising under the mutual security 
program. 

In connection with any indication of criminal violations on the 
part of suppliers and importers or others involved in ICA-financed 
shipments, PSI conducts what is known as a commercial fraud in- 
vestigation. Because many times suppliers are not located in the 
United States, evidence and information on violations is supplied by 
foreign local government officials for possible criminal or civil action. 
When U.S. suppliers are involved and evidence is obtained of a pos- 
sible violation of the criminal statute, usually because of the sub- 
mission of a false statement regarding quantity, quality, overpricing, 
kickbacks, et cetera, such evidence is submitted to the FBI for state- 
side investigation. PSI usually conducts all investigations overseas, 
or in some cases where the majority of the investigation is overseas, 
the FBI requests PSI to also conduct stateside investigation. 

Investigation of commercial fraud involves all kinds of fraudulent 
or incorrect certifications and also overpricing, high breakage, dam- 
aged goods, diversion of funds, failure of equipment to meet specifi- 
cations, and a variety of other matters. 

Other types of investigations conducted by PSI include indication 
of evidence of bribery, indication of irregularities and derelictions 
in performance of duty on the part of ICA employees, and indication 
of conflict of interest. 

Complaints which lead to investigations come from a variety of 
sources. Among these sources are: Directors of USOM’s, U.S. busi- 
ness concerns, former employees of missions, the ICA Controller’s 
Office and other organizational units in Washington, the FBI, Mem- 
bers of Congress and congressional committees. 

Since 1953, PSI has conducted 2,235 investigations, 138 of which 
have been referred to the Department of Justice for appropriate 
action, 
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Since January 1959, 16 cases have been referred to the Department 
of Justice. Recently, indictments were returned in California 
against two U.S. exporters operating several companies, chargin 
fraud against the Government in issuing false statements to the U.S. 
Government. In another case in New York, a 26-count indictment was 
returned, charging a paper supplier and its principal owner and 
general manager with violations of title 18, United States Code, and 
for making false and fraudulent statements on invoices and abstracts 
submitted to ICA. Subject was sentenced to a 5-year probationary 
term and the firm was fined a total of $78,000. Several other cases are 
pending ele, a of criminal investigation and others are pend- 
ing decision by the Department of Justice as to prosecution. . 

_ PSI has six regional inspectors stationed abroad with headquar- 

ters in Athens, Teheran, Lima, Manila, Saigon and Seoul. Each 
regional inspector has approximately 10 countries in which he con- 
ducts investigations. As a consequence of information furnished by 
PSI, a number of persons have been separated for violations of ICA 
regulations. In many other cases, however, investigation disclosed 
yt the employees were victims of irresponsible and unfounded 
charges. 

5. ICA personnel appeals system: Under the ICA emloyees per- 
sonnel appeals system, several types of grievances and complaints 
are handled on a regular basis as set forth in standard operating 
procedures. 

The employee “grievance” procedure establishes an orderly method 
for the prompt, impartial hearing and equitable disposition of em- 
ployee grievances. Emphasis is placed on the desirability of early 
and informal settlement of grievances. However, full provision is 
made for objective review and opportunity for settlement of formal 
grievance appeals by successive levels of supervision, including the 
Director of ICA. The announcement to employees which sets forth 
this procedure specifies that information on it should be brought to 
the attention of all ICA employees. 

Instructions on employee grievance procedures further specifiy 
that if a solution satisfactory to the employee cannot be effected at 
lower supervisory levels, he is, at that time, to be informed of his 
right to appeal to the Director of ICA. 

Traditionally and historically, ICA employees have had the same 
right of appeal to the Director of the Agency in all matters which 
are within ICA’s administrative discretion, including such things 
as performance ratings, classification of positions, and action to term- 
inate employment during probationary period. 

In respect to employee performance ratings, appeals may be taken 
by ICA/W employees to a statutory board of review composed of 
one member appointed by the Director of ICA, one member ap- 

ointed by the Civil Service Commission, and an ICA employee 
esignated by the appellant. The appeals procedure for overseas 
employees in respect to performance ratings does not provide for 
appeal to the Civil Service Commission but does permit access 
through the mission director to higher authorities, including the Di- 
rector of ICA. 

In respect to position classification, an ICA/W employee not only 
has access to higher levels in the agency, including the Director, but 
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he may appeal directly to the Civil Service Commission if he is dis- 
satisfied with the action taken by the agency. Classification of posi- 
tions for overseas employees is on a somewhat different basis because 
of the personal rank accorded foreign service employees. However, 
a particular position classification may be appealed to the Office of 
Personnel by an overseas employee through regular administrative 
channels. Each appeal is accompanied by comments of the mission 
director. There is no bar toward consideration of these appeals b 
higher levels in the agency, including the Director, even though 
a pt of an overseas position has no effect on the employee’s 
salary. | 

Discretionary authority to terminate the employment of overseas 
probationary employees is given by existing regulations to the mis- 
sion director. An overseas employee who has received notice of the 
termination of his probationary employment is regularly inter- 
viewed by the Office of Personnel during a regularly scheduled con- 
sultation period. At this time, the employee has an opportunity to 
request review of the termination aetion by the Director of ICA. 

It should be noted that at the close of 6, 12, 18 and 24 months of 
overseas service of each employee who is on probation, an efficiency 
report is F dentate covering his seryice since his preceding efficiency 
report. These frequent special reports are designed to help both the 
supervisor and the employee in determining what the employee needs 
to. do to make the maximum contribution of which he is capable, These 
special efliciency reports also provide the background for making 
sound judgments as to whether the employee should be retained in the 
overseas service after completion of his probationary period. 

Mr. Chairman, the foregoing statement tells exactly what we do 
in this field. It covers the evaluation studies, the internal audit ac- 
tivities, the end-use observations at the mission level, our inspections 
for personnel security and integrity and our grievance procedures for 
employees and others to come to the agency and make their com- 
plaints and be heard properly and objectively. 

I do, however, in connection with this, want to point out in some 
detail just what we do in the field of internal audit. I offer to the 
committee for its review—I don’t expect this to go in the record, but 
for the staff to look at, these six documents which I think fairly sum- 
marize the work we do in the field of checking our own operations. 

The first two documents—one has to be classified and the other not 
because of the information involved—refer to ICA action. taken to 
satisfy GAO audit recommendations. This is our record on what 
we have done in connection with the GAO recommendations and 
their reports. And I think that this will show that we have actually, 
sincerely and regularly followed out and tried to carry out the rec- 
ommendations of the GAO. It is indexed by countries so that you 
pe see what the GAO recommended we do and what actions we have 
taken. 

I think the record is good. 

This next document is a comparative analysis of the GAO and the 
ICA audit reports. It shows what we did ourselves and what. the 
GAO did, and I think in most instances we did the job first, in the 


particular mission, and the GAO followed us. 
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Now, this doesn’t mean we duplicated work. There is no such 
thing as duplicating here because it is an outside check on an inside 
check actually, but the work we did in this field was available to the 
GAO and they came to their conclusions knowing full well what we had 
found in our own internal checks and I think it shows (1) the comple- 
mentary nature of the two investigations—for one thing, GAO is a 
little broader than we are, and (2) the cooperation between the two. 
Our information is available to them and in many instances—and I 
think it is a fair majority—they pointed up the same things that we 
did. 

This next volume will show you the 37 audits accomplished by ICA 
in fiscal year 1957 and 1958. it goes through all of the work that was 
done. 

I might say just as a bit of statistics that are of some interest, that 
these audits—now, I take from fiscal year 1956 to 1958, cover 50 
missions which included 1,113 audit recommendations. Of these 
recommendations, action has been completed in 1,074; action is in 
process in 32, and 7 have been withdrawn. 

Now, I think this is a fairly good record in the field of checking our 
own activities. This wasn’t full blown in the agency. It took time 
to develop this system. It is the sort of thing that you begin doing 
after you get into these programs. The ECA didn’t go in with a 
full internal audit staff. It didn’t even know what it was going to 
check, as a matter of fact. It is the result of continual study not only 
on our part, but various elements of the legislature and various 
recommendations that have been made. 

I think if you have your staff review this or review it yourself, you 
will find that we have a good, substantial record of accomplishment 
in this field and that we are not insensitive to criticisms and that we 
do pay attention to what other people say is wrong, in their opinion, 
with our program. 

Now, the last item I have is in connection with the interim report of 
the watchdog subcommittee and the report of Mr. Bullock which was 
T believe given to the committee and is before them right now. I 
don’t think I should take very much time, but I have read the fore- 
word of the staff report and all I can say is that I couldn’t say any- 
thing more than it says. _We have worked together on these problems 
that the watchdog committee has brought to our attention. On each 
one of them we have come forward with a suggestion of improvement in 
order to answer the basic criticism involved and we think that we have 
been responsive and we hope that the administrative changes we have 
made will be successful in meeting the problems that were studied by 
the subcommittee. 

The first one had to do with undue tying of funds. There we will 
be tightening up our procedures so that implementation documents 
will come out as a general rule right after the project agreement. 

Secondly, in the area of commercial interest in projects we have 
established an Office of Private Enterprise, one of the functions of 
which will be to be sure that if at all possible projects are carried out 
in the private enterprise field and that there is a real commercial 
interest in carrying out the project. 

Third, on administrative changes which relate to the operation of 
our regional offices and our technical offices, we made a change back a 
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month or so ago—I think it was March 16, where we put these two 
offices under one man, Dr. FitzGerald, so if there are any questions 
or disputes, there is one man to settle them rather than have a delay 
because of disagreement between operations and the technical side of 
the program. 

I 7 will recall, the interim report brought out the fact that the 
people in operations want to get things done and the technical people 
want to see that no errors are committed. This was Gdicshabas a 
cause of slowing up the operation, and the chairman suggested that 
perhaps there was some change we could make so that these disagree- 
ments could be resolved sooner. We tnink that the change we put into 
effect will bring that about. 

The statement I have referred to follows: 

In the course of hearings before this committee, a number of ex- 
pressed or implied queries have been made with regard to: 

(1) The degree of ICA compliance with recommendations contained 
in General Accounting Office audit reports and the speed with which 
this compliance is effected, and 

(2) e effectiveness and scope of ICA internal audit action. Sev- 
eral special reports pertinent to these questions are being made avail- 
able to the committee, and we wish to submit for the record the 
following comments on these special reports. 

We are submitting today two reports with the identical title, “Sum- 
mary of ICA Actions on GAO Audit Recommendations,” one being 
unclassified, and the other covering recommendations or actions on 
classified subjects. These two detailed reports provide factual evi- 
dence of the diligence, responsiveness, and effectiveness of ICA in 
analyzing and taking corrective or clarifying action on GAO recom- 
mendations. 

Review of ICA activity as it relates to GAO audits and action on 
GAO recommendations should also include a review of the ICA in- 
ternal audit program, since this self-examination process is a corol- 
lary, and in fact, a precurser of the GAO audits. 

The ICA Audit Division conducts a comprehensive program of 
internal audits of mission and ICA/Washington operations by dis- 
patching auditors to overseas missions and Washington offices with 
instructions to make thorough overall independent audits. We now 
have 14 professional auditors working on this program and will 
increase our staff to 22 professional auditors during this calendar year. 
This program has grown out of action taken by the agency as a result 
of the first and second Hoover Commission reports, laws passed by 
Congress in connection therewith, and the ps danas 0 joint 
program for improving accounting and auditing in the Federal Gov- 
ernment. The basic objective of the ICA internal audit program is to 
provide top man ent with an independent and critical appraisal 
of operations to identify areas where improvements can be made, and 
to recommend courses of action to improve the effectiveness of agency 
operations. 

The steady increase in internal audits by our own staff gives us 
increasing assurance that unsatisfactory conditions are being brought 
to the attention of management and corrected within the agency be- 
fore such conditions are pointed up to the agency by GAO anditors 
and congressional investigating committees. We have already 
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achieved at least. one-time internal audit coverage of all except five 
recently established missions. The following schedule shows. the 
number of reports issued by fiscal year. hs a 
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We believe that ICA internal audit accomplishments have been 
significant. During the fiscal years 1956 through 1958, the internal 
audit staff completed 50 mission and IGA/W ‘audits, which included 
1,113 audit recommendations. Of these recommendations, action 
has been completed on 1,074, which resulted in substantive improve-; 
ments in ICA operations and in correction of numerous deficiencies 
in financial and management practices and program implementation. 
Action is in process on 32, and 7 recommendations were withdrawn. 

The procedures to be followed with respect to audit recommenda- 
tions are specified in the ICA internal audit manual, copies of which 
are being made available to the committee. Generally, these’ pro- 
cedures prescribe that action responsibility is assigned to appropriate 
operating officials and the office director assigned action responsibility 
is required to prepare a consolidated report of actions taken on all 
audit recommendations. 

The Director, Audit Division, is responsible for monitoring the 
status of followup action, and for evaluation of the adequacy of 
action taken. He reports monthly on the status of report recom- 
mendations to the Deputy Director for Management. Reports are 
not cleared until action is taken which accomplishes the objectives 
of the recommendations. In succeeding audits, the internal auditor 
conducts an independent detailed evaluation to verify that action has 
been satisfactorily taken on prior audit findings and recommendations. 

We are today submitting to the committee copies of a report which 
contains a summary of the recommendations and resulting action on 
37 reports by the ICA internal audit branch on audits on field opera- 
tions missions issued primarily during the fiscal years 1957 and 1958. 
Audits of the missions in Taiwan, fiscal year 1956, and Germany, fiscal 
year 1959, have also been included since these missions were audited by 
the General Accounting Office. 

We are also submitting a report giving a comparative analysis of 
findings and recommendations by GAO and ICA on audit of U.S. 
operations missions. We have taken the GAO reports on audit of 
ICA missions overseas during a 2-year period and have matched as 
closely as possible the findings or recommendations of these reports 
with those of our own internal audits. There were only two GAO 
reports where ICA had not covered the same general area covered 
by GAO, the reports on the European Coal and Steel Community, and 
the special defense financing program for France. 

Conversely, ICA had audited during the same period 26 missions 


and other activities not covered by GAO. In respect to audits made 
by GAO in the same period, in all except two instances ICA published 
an audit report prior to the time the GAO reports were issued. » This: 
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comparison of GAO and ICA audits does not include the findings and 
recommendations of ICA audits and studies conducted by the missions 
which are always available for GAO review and which have been used 
by GAO in reaching their conclusions. 

The ICA internal audit activity described above is only one phase 
of our total audit effort. This function is very substantially supple- 
mented by the total ICA audit process in both Washington and each 
mission overseas as briefly described below. A more detailed treat- 
ment of this subject, entitled “Summary Statement of ICA Audit 
Processes” is also being submitted today. 

The Audit Division of ICA in Washington additionally— 

(a) conducts administrative examinations of vouchers pre- 
sented to ICA in Washington for payment, 

(6) provides advisory preview and analysis services of the 
financial provisions of proposed contracts, 

(c) conducts site audits of contractor’s operations under ICA 
financed contracts, 

(d) develops and issues procedural instructions and manuals in 
the field of audit, furnishes technical guidance to mission audit 
personnel, and ; 

(e¢) maintains a small staff to screen recruits, train new person- 
nel, up date returning overseas people, and evaluate progress of 
mission audit activities. 

Overseas, each mission has a controller—or comparable official in the 
small missions—who is responsible for providing protective and con- 
structive audit services for the mission’s activity. These services in- 
clude— 

(a) preaudit and certification of vouchers chargeable by the 
mission to U.S, funds, 

(6) control over the development and maintenance of a sys- 
tem to evidence the receipt and distribution of ICA-financed com- 
modities into the cooperating country involved, 

(ec) audits and reviews to determine compliance by the ICA 
mission and the cooperating country with the statutory provi- 
visions of the Mutual Security Act and related legislation, and 
adherence to ICA regulations, 

(d) audits of counterpart funds, 

(e) audits of contract operations, and 

(f) “self-audits” of mission operations, such as audits of leave 
practices, audits of cash and cashier operations, audits of adminis- 
trative support arrangements, and other audits of internal mission 
activities, as appropriate, to assure to mission management that 
operations are in order. 

In summary, we believe that the current ICA system of audit and 
inspection is generally consistent with modern audit techniques and 
practices and is being applied to reveal trouble spots in the financial 
management, administrative, and program operations of the agency. 
While it is never possible to avoid all problem areas and mistakes, we 
are confident that this system, together with the other internal con- 
trols established by ICA, will provide the necessary protection to as- 
sure overall prudent and effective control over funds authorized for 
the mutual security programs administered by ICA. 
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There was some talk about establishing a watchdog committee in 
our agency or an Office of the Inspector General. I will address my- 
self to that now or in answer to a question at any time the Chair 
desires. 

Mr. SELDEN (presiding). Mr. Chiperfield. 

Mr. Cutrerrtetp. Thank you, Mr. Chairman. 

The other day when Mr. Campbell appeared before the committee, 
I must admit I was quite impressed with the testimony that he gave, 
and that Mr. Staples gave, but I also want to be frank to state that 
I had not read the testimony that you people had offered in regard 
to how you procure your military and economic programs. 

I had not read the testimony you people gave on country “X.” So 
I took 2 or 3 hours out the other day or the other night and I read it. 
On the military side it was Mr. Shuff, and I think Mr. Holcombe 
and on the economic side Mr. Bell and Mr. Grant. 

While there has been a good deal of criticism, I want to compli- 
ment you on that testimony. You went into it step by step, setting 
out just exactly how you carried out your military program. You 
went step by step on your economic program. You referred to it 
and showed us where it was in these books, and if there was anybody 
on this committee who didn’t get all the information they wanted in 
my judgment it was because they didn’t ask the questions and if you 
didn’t have it you would have furnished it to them. 

I tell you, I just thought it was a very, very. fine statement—of 
course, everything can be perfected. One man will do something 
one way and another man another way. 

If this committee insists on one way of doing it, I know you 

ple will cooperate. I just wanted to throw that in because I didn’t 
ave the benefit of that testimony and I was certainly impressed when 
I read it. 

Now, there is one thing that I would like to ask you about and 
that is about these nonproject—I guess you couldn’t call them pro- 
grams, but the nonproject aid that you give. After you have your 
programs worked out, then you go into the requirements of the 
country and then you try to find out the best way to spend money 
to fill those requirements. 

Now, the thing that I am afraid of is this: Aren’t you getting back 
to the old balance-of-payments proposition? Find out what a country 
has, what they need, and then we go in and fill the gap. We used 
that in the Marshall plan and UNRRA before it. 

Now, my objection to that kind of thing is this: I believe in giving 
aid and all that kind of thing, but I don’t think we ought to, in 
each country, just fill the deficiency that exists. In other words, 
there is no inducement if we do that, for a country to economize. 
There is no inducement for them to do anything. Maybe in Morocco 
for current expenses we will give 30 percent each year and it is a 
continuing expenditure. 

I don’t think we are required to balance the budgets of other coun- 
tries when we can’t do it in this country. 

How much emphasis do you put on the balance of payments to fill 
this gap all over the world ? 

Mr. Saccio. In answer to that, I should make clear that there are 
few countries where this question is significant. They are in the 
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areas of defense support where like Korea, we are substantially as- 
sisting the economy. The basic reason, however, is not that we are 
trying to fill the gap, but that we are trying to maintain the economy 
in support of the military position. — 

Once you get into that field, obviously you have to make calcula- 
tions which are fairly basic to the economy. If you are talking about 
special assistance aid in a country where you have to give aid be- 
cause we have a base you have a different problem. You are not 
filling any gap; you are trying to figure out how much you think you 
have to help them so that they will continue to be amenable to our 
presence in the area. ; 

I have searched and studied and tried to determine what is the 
theory of economic development and they are many. What I say is 
that we do have a practical guide in these countries where the mili- 
tary burden is severe and where we have to do something substantial 
to assist the country. 

Mr. CurrerFreLp. We don’t have to fill all their needs, do we? 

Mr. Saccto. No, but in a country like Vietnam or Korea— 

Mr. CurperFIELD. Why don’t we try to insist that they do a little 
more and we do less ¢ : 

Mr. Saccio. I assure you, sir, that we do. This is not just a matter 
of supplying them with whatever they think they need. This battle 
goes on all the time. 

Mr. CurperFIeLp. Here is their assets, here is what they need to 
import, and then we just take the difference. 

Mr. Saccrio. Let me ask Mr. Grant to address himself to this. 

Let me emphasize this, that when you have this theoretical opera- 
tion of trying to figure out just how much aid the country needs, 
this is only half the story. You have got a political situation; we 
have our own desire to get out as fast as possible. The Development 
Loan Fund has been created specifically to emphasize the primary 
responsibility ofthese countries to build up their own economy. 

Mr. Currerrietp. I am thinking about current expenses and maybe 
putting up cash for current expenses, 


STATEMENT OF JAMES P. GRANT, DEPUTY DIRECTOR FOR PRO- 
GRAM AND PLANNING, INTERNATIONAL COOPERATION ADMIN- 
ISTRATION 


Mr. Grant. We share your problem, Mr. Chiperfield, on this, and 
if, for example, you turn to page 77 of the world book you will note 
that what we do is, we use the balance-of-payments projects in the 
country as a tool. It is merely a tool for identifying what the situ- 
ation is in a country. 

Now, we use this tool and then we look—let’s say it is in foreign ex- 
change reserves—whether we think they are consuming too much 
in certain areas and we then end up with a figure which may be sub- 
stantially different from that that is shown in a balance-of-payments 
analysis. 

Thus in Pakistan if you look at the figures at page 77, you will see 
we have consistently year after year, while we have used the balance- 
of-payments as an analytical tool, we have provided them with less 
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money and they have drawn down their foreign exchange reserves 
rather rapidly as they have tightened their own procedures. Simi- 
larly in Vietnam. 

Mr. Currrrrievp. I am glad to hear you say that. That is what I 
wanted to have brought out. That we just don’t take the balance of 
payments and say, “Well, that is all right, we will just make it up.” 

Thank you very much, Mr. Grant. 

That is all, Mr. Chairman. 

Chairman Morean. Mr. Fascell. 

Mr. Fascetzi. One of our problems seems to be that we have so 
much material this committee needs to digest if we are going to 
get into specifics that none of us probably has had the opportunity 
to do exactly that, which seems to frustrate us completely. At least 
a cursory examination that I have been able to give, based on either 
the books which are available or the testimony which has been pre- 
sented, or other information which is available if we desire it would 
be sufficient to answer any inquiry and if it isn’t, we could certainly 
get it. That is the way it looks to me. 

It just boils down to a question of what we want to do individually 
and what we want to do as a committee and I think this is what Mr. 
Saccio has said ever since he has been before this committee. 

In order to get a proper frame of reference here, I would like to add 
my commendation and congratulations to the Department and the 
staff, for a tremendous job in the presentation of facts and figures 
and statistics on the program. 

Now, to get specific in order to show how detailed this thing can 
get, if we turn to defense support, for example, on requirements for 
nonproject aid dealing with, I believe in Korea—it is on page 74— 
(getting at what Mr. Chiperfield was talking about), the third para- 
graph in the left-hand column says: 

Commodity import requirements principally for grains, fertilizer, cotton, fuel, 
and machinery and equipment calculated on the basis of the above factors. * * * 

And then prior to the statement here they have listed the whole 
detail on how they arrive at these factors. 

[Security deletion. ] 

Now, this I take it to be a general statement on how they arrived 
at the figure for nonproject assistance for Korea for fiscal 1960? 

Mr. Saccrio. Yes. 

Mr. Murpny. Yes. 

Mr. Fascety. If we agree with this as a matter of principle, then 
we have to examine the specific factors upon which they base their 
judgment. 


For example, one of the things they said was— 


The amount of nonproject aid proposed for fiscal year 1960 is the residual 
requirement for commodity imports which cannot be financed from Korea’s 
foreign exchange earnings and other non-ICA sources. It is based primarily 
on estimates of the quantities of specific commodity imports required to main- 
tain adequate per capita consumption levels and make effective use of existing 
and new productive capacity. 


Question. What factor did you use as an adequate consumption 


level for the people of Korea for fiscal year 1960? How does it com- 
pare with other countries? How does it compare with ours ? 
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In a general sense that is in the yellow sheets on Korea in, the 
detailed summaries. ; 

Now, if that isn’t enough—and it wouldn’t be for me if I was ques- 
tioning that particular factor—I would want more detailed informa- 
tion. 

I understand and am advised that the Department has that already 
prepared and available for anybody who desires it. 

As I have said earlier, and many times, it just seems like to me a 
basic question of fundamental policy as far as each individual mem- 
ber is concerned as to what he is interested in and how far he wants 
to go. 

Chadieina: Morean. You have made a very good point, Mr. Fascell. 

Mrs. Bolton. 

Mrs. Botton. I have no questions, but I am grateful to you. 

Mr. Saccro. Thank you. 

Chairman Morean. Judge Saund. 

Mr. Saunp. Mr. Saccio, I think you came here this morning to reply 
to statements that have been made in criticism of your Department 
and I thank you for your effort to clarify the situation. You have to 
come to your defense. You considered three things. One was our 
own interim committee. You didn’t make any item-by-item answer 
to all the allegations, or whatever there was in their report at all, did 

you ¢ 
: Mr. Saccto. Which report, sir? 

Mr. Saunp. Of our committee report. 

Mr. Saccto. Yes, we have. 

Mr. Saunp. Of the subcommittee of the Foreign Affairs Committee. 

Mr. Butxock. In the one you have this morning, it is in there. 

Mr. Saunp. Do I understand you are responsive to all the sug- 
gestions and recommendations of this committee? You use that 


word “responsive.” Is that what it was? Of the subcommittee of 
this committee ? 


Mr. Sacoto. Yes. 

The chairman’s foreword indicates that we have worked with the 
committee and the staff on this and indicates that we have been 
responsive to all the suggestions made. 

Mr. Saunp. Any conclusions that they drew in that interim report 
ss had, you don’t have any objection to that at all; it was quite 

air 

Mr. Saccto. We think that the comments were fair and we followed 
the suggestions that were made and, as I said in my statement, we 
have made changes that are responsive to all three of the interim 
report recommendations. 

Mr. Saunp. Let me just make this statement : 

Then here comes the Hardy committee. You have an item-by-item 
answer to the allegations of that committee. Is there anything in 
Mr. Hardy’s testimony that you agree was all right? Will you in- 
wea his ideas, or do you think there wasn’t much basis to what 

e said 

Mr. Saccro. I think it is quite clear in our answer that we didn’t 
say there was no basis for his statements. We disagreed with some 
of his conclusions, that is true, but the situation'in Laos was a diffi- 
cult one and he points it out very effectively. 
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We have no disagreement with some of the basic factual statements 
he made here, or intimated he will make in his report. What we were 
disagreeing with was his overall conclusion that we could have accom- 
plished this by just not being there. Not even having an aid program. 

For instance, in the Wall Street Journal, in commenting in this 
same area in an editorial, they made the statement that the reason 
these countries were really strong was because they feared the Com- 
munists and also because of the presence of the United States. They 
used that phrase, “The presence of the United States.” 

Well, I read on to the end of the editorial to figure out what they 
meant by the presence of the United States and it meant this to them: 
“A little financial aid.” 

So in the judgment of one editorialist, all we had to do was to give 
them some loans and they would be strong. 

Mr. Saunp. Your response to the Hardy testimony and this sub- 
committee report is different? Or do you think your response is just 
about the same? 

They were of a similar character as far as you were concerned, or 
do you think Hardy was a little bit unfair? 

Mr. Saccio. I think he has a right to his view and we disagree with 
him. 

Mr. Saunp. They are going to make those statements on the floor. 
They will say, “Hardy said this.” I am not going to read all this 
and not many members are going to read the whole thing that you 
really compiled. 

Mr. Saccto. Well, I did point out to Mr. Hardy when I appeared 
before him that I thought, though his committee, by its own charter 
and by his own statement, does not take into account political situa- 
tions; they do not make political judgments; they don’t estimate diplo- 
matic successes. They are here to tell us what the administration and 
the management is, if it is bad. And I would say, “Mr. Hardy, you 
didn’t have to prove this tome. We know there were difficulties there 
and it was pretty rough and pretty hard. We disagree with some of 
your findings, to wit: (1) that we could have accomplished this with- 
out aid; (2) that we could have done it in a lot smoother way in a 
high-powered eaten, with people who lived in decent circum- 
stances and could do their job without any interference.” 

Mr. Savunp. In other words, you just disagree with his conclusions, 
but so far as their findings are concerned and the depth of their 
study is concerned, there is not much difference between that and 
other subcommittees. 

Mr. Saccro. They were working in another area. 

Mr. Saunp. How about the General Accounting Office? They came 
over here and I was - much impressed by Mr. Staples and Mr. 
Campbell’s testimony. There is no use denying that fact, and they 


brought out on page 14 those three separate instances. 

Now, is that going to have any effect upon your Department or 
do _ really think that it was something that you are doing anyway 
and it is not a very fair and just criticism ? 

_ Mr. Sacero. Oh, no. I have to make clear what the issue is in these 
instances. They are saying that when we change our estimate on 4 
project we should make this information available to this committee 
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in advance, when you are considering our bill. That is the essence of 
the criticism. 

They didn’t say that we had wasted money or we were tying up 
funds. There is no great issue. All we say is that this report came 
out after we got the books practically written. We had these books 
set for sometime in December or January. Their report is not yet 
out. You called them in and asked them what they were going to say 
about the 1959 report—— 

Mr. Saunp. Well, Mr. Saccio, I can go on and say the Comptroller 
General’s Office came over here and they made some recommendations 
and Mr. Saccio says they are very receptive to those things and they 
will do everything they can to incorporate them. 

Mr. Saccio. That is right. 

Mr. Saunp. That is what we want to do. That is what we want 
to say. 

Mr. Saccio, That is right, and we will consult with this committee 
to find out—— 

Mr. Saunp. I want you to give this information for the record. I 
do know I went to Vietnam, there was a bridge over a raging river 
to be constructed and there was that road to be constructed. 

Can you give me the information from the very beginning, the 
inception of that project, of building that bridge and building that 
road—and you know where that tool shop was—what was done? 
What kind of estimates were made, what kind of blueprints were 
required? Who received the contract? Was the work done by piece- 
work? how much money was spent? Because the only thing we want 
to compare is, whether your blueprints and your procedures are about 
the same that we follow for similar projects in this country. If it 
is so we don’t have any criticism. 

I know what would be required if there was a bridge to be built 
over the Colorado River and what was done with the bridge built over 
in Vietnam. 

Mr. Saccro. We shall certainly do that for you. 

(The information requested is as follows :) 


VIETNAM PROJECT—HIGHWAYS AND BRIDGES 


There has been no attempt to conceal the increasing scope and costs of the 
highway project in Vietnam. On the contrary, in the fiscal year 1958 con- 
gressional presentation (List of Major Open Projects, p. 95) it was stated that— 

“The project, as planned and approved in fiscal year 1955, provided for 
only minor repairs on some parts of existing roads and bridges. In fiscal 
year 1956, with the establishment-of much improved economic and security 
conditions, a much larger highway program became essential and the project 
was revised to include the rebuilding of large segments of the national high- 
way system and some new construction.” 

A similar statement was made in the fiscal year 1959 congressional presentation 
(List of Major Open Projects, p. 221). 

As the scope of the project expanded, as actual costs for completed work were 
finalized, and as future work plans were developed, the estimates of total cost 
increased. The increases in cost estimates also reflect: (a) cost studies prepared 
by the contract engineers, (b) changed construction priorities involving greater 
effort and time, and (c) price increases on equipment and materials. 

However, it should be borne in mind that estimates of total cost are not nec- 
essarily based on long-range engineering cost studies., This is particularly true 
of this type of project, one that is expected to continue for a number of years 
in the future, where firm cost estimates may be available for only the immedi- 
ately following year. The total cost estimates are valuable as program plan- 
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. Bing figures even though they are not so firm as the yearly estimates of require- 

ments on which appropriation requests and subsequent obligations are based. 
Since 1957, estimates for this project are prepared, engineering is completed, 
and construction is undertaken on a unit or section-of-highway basis. However, 
the U.S. contractors have been engaged for the total highway program, subject 
to continuing availability of funds. (The contractors are: engineering, Capitol 
Engineering Corp,; construction, Johnson, Drake, and Piper.) 

There has not been a stockpiling of funds in this project. The pipeline re- 
flects the time phasing of contract payments for both engineering and construc- 
tion services as well as the long leadtime between procurement and delivery of 
heavy equipment. 

The following is a summary statement of the manner in which this project 
has developed. 


Background 

During the Indochina War and World War II, the highway system of. South 
Vietnam, including most of the bridges on the main coastal route, suffered ex- 
tensive damage. Following the wars, essential emergency repairs were made to 
the principal highways. Since 1955, U.S. participation in this project has been 
based mainly on the need to improve Vietnam’s defense potential while also con- 
tributing to internal security and to the possibilities for economic progress nec- 
essary for political stability. 

In considering the increases in total cost estimates, concurrent politicai, se- 
curity, and economic developments in Vietnam must not be overlooked. To 
present this rounded picture, the following chronology is offered. 
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1955 


During this first year of Vietnam’s independence, there were serious doubts 
in many quarters that the Government could succeed in its efforts to bring about 
the stability requisite to its survival. In consideration of the unsettled condi- 
tions in Vietnam and of the fact that 1955 was the first year of assistance di- 
rectly to the country, only about $312,000 was provided for road building equip- 
ment, and supplies for maintaining existing roads. However, at the same time, 
another project was undertaken to finance the cost (about $295,000) of an engi- 
neering contract for a reconnaissance survey which would serve as the basis 
for future assistance to the highway program. The engineers estimated that it 
would cost about $76 million to rebuild the existing roads. 


1956 


Following the general recommendations of the reconnaissance report, ex- 
panded activities were undertaken. $5,440,000 was provided for engineering 
services, equipment, supplies and construction. First priority was established 
for rehabilitating 450 kilometers of Route 1, the main coastal route. The scope 
of assistance was considerably less than that indicated in the survey report and 
it was estimated that an additional $7 million would be required from future 
program funds to complete road and bridge improvement in the most populous 
areas along Route 1. 

Selection of contractors and negotiation of contracts consumed many months. 
During that period, it was decided for security reasons to change the priorities 
of road rehabilitation. The new priorities involved different stretches of Route 
1, but the estimated total cost was not changed. 


1957 


While the genera! situation in Vietnam had improved considerably in 1956, 
it was not until 1957 that concerted attention could be given to other-than- 
emergency activities and that long-range plans could be developed. By late 
spring of 1957, the engineering and the construction contractors were working 
on two stretches of Route 1. Additional funds, in the amount of $12,460,000, 
were provided. This was more than had been estimated in 1956, but it reflected 
the preparation of detailed specifications for equipment and supplies and the 
negotiated contract costs. 

By the end of the fiscal year, however, priorities were changed again. A 
new, large land resettlement program was undertaken. It was designed to 
promote security in the high plateau area of Central Vietnam by establishing 
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settlements of people known to be loyal to the Government. Because road com- 
munications with the new yillages were necessary for reasons of defense and 
internal security, precedence was given to 160 kilometers of Route 21, and, sub- 
ject to availability of funds, to 175 kilometers of Route 19. Therefore, while 
work continued on the top-priority 30-kilometer section of Route 1 from Saigon 
to Bien Hoa, the rehabilitation of other sections of Route 1 was postponed and 
the engineers working on these sections were moved to Route 21. 

Routes 19 and 21 are more difficult to construct and more costly than Route 
1, primarily because of the terrain but also because in some areas they were 
little better than trails. At the end of August 1957, the USOM estimated that 
the cost of these 365 kilometers would be $26,220,000. 

In November 1957, the USOM’s program submission indicated a total cost 
of $65,612,000. This estimate appeared low to ICA, particularly in view of 
the many changes that had already been made in this project and in view 
of the fact that additional highway rehabilitation was contemplated in areas 
that had not yet been surveyed. Therefore, in the fiscal year 1959 congres- 
sional presentation it was stated that no reliable cost estimates were available 
beyond 1959. . 

1958 


During 1957, unforeseen difficulties arose in connection with the construction 
of bridges over the Saigon and Dong Nai Rivers—part of the Saigon-Bien Hoa 
Road. The principal problem is related to the extremely unfavorable subsurface 
conditions which necessitated additional studies, changed work schedules, and 
increased costs. Construction of these bridges has been delayed. 

In July 1958, the estimated total cost was $91,500,000. Subsequently, in De- 
cember 1958, the estimate was reduced to $88,915,000 and that figure is reflected 
in the fiscal year 1960 congressional presentation. 


1959 

During 1959, engineering on sections of Route 1 is being resumed. As stated 
above, this activity was postponed in 1957 to permit work on Routes 21 and 19. 
a — et engineering is completed, even the December 1958 estimate is ques- 

onabile, 

It is estimated that this project will be completed in 1963. As of March 31, 
1959, project obligations amounted to $41,924,000 and expenditures were 

22,610,000. 

Chairman Morean. Mr. Curtis. 

Mr. Curtis. I want to compliment Mr. Saccio for the complete 
answers given to the questions raised by the committee. We all real- 
ize the overwhelming work there is to administering and supervising 
the projects all over the world. 

I think that some of us have difficulty in getting information out of 
these books. 

I think my criticism comes down to the point that talking about 
obligation figures without relating them to expenditure figures is un- 
realistic. 

Chairman Morean. Mr. Beckworth. 

Mr. Beckwortu. Mr. Saccio, since ICA has been in being, do you 
ry ara many construction projects, for example, there have been 

oun ¢ 

Mr. Saccro. Construction of roads? 

Mr. BeckwortnH. Major construction projects. 

Mr. Saccro. I think we can give you statistics. I don’t know per- 
sonally what it is. 

Mr. Beckwortn. Would you have an idea ? 

Mr. Saccro. The cut here, capital project versus the balance for 
1960, is 13 percent, so your figure would be $175 million. Capital proj- 
ect may include not only construction, but the furnishing of I 0- 
motives, say, for a railway. 
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Mr. Becxwortu. That word “capital projects” is a good one. 

Do you know how many capital projects there have been n 
since ICA has been in being? That ICA is mostly responsible for 

Mr. Saccio. I couldn’t give you that figure, and I think we would 
have difficulty in trying to get what you essentially are trying to get 
at because, during the period of the Marshall plan days we didn’t 
have this distinction between project and nonproject. Our aid was 

riven mostly in a financial form. Our aid was given in financial form 

Eccanae the people in Western Europe would do these things them- 
selves. All they needed was the financing of the foreign exchange by 
which they could buy the materials to rebuild their plants or to build 
new ones. 

So that your figure would not show a project-nonproject compari- 
son. But here in these areas where we have to do the work with them 
we can give yon a project-nonproject split. 

Mr. BeckwortH. What I am trying to get at, with reference to the 
present fiscal year, how many capital projects would:you say ICA has 
engaged in? 

Mr. Saccro. Major ones, I would say about 50 to 75. Some of these 
are continuing, of course, you realize. 

Mr. Becxworrn. Yes. Of that number were the contracts let in 
any mstance on a negotiated basis, rather than on a competitive basis? 

Mr. Saccro. Yes. 

Mr. Beckworrn. About what percentage in connection with your 
75 were let on a negotiated basis? 

Mr. Saccio. I would say the vast majority are negotiated. Pos- 
sibly all of them. 

Mr. Beckwortu. Do you feel that that is really the best thing, all 
along, Mr. Saccio? 

Mr. Saccto. In my experience of 4% years I don’t think that you 
can have a better method under these circumstances. You see, you 
have the element of having to go out to an area where you do not 
know exactly what difficulty one is going to meet. 

Now, there have been instances where we have asked for a lump- 
sum bid but most contractors if they are going to bid on a lump-sum 
basis will provide for a good cushion to be sure all contingencies are 
provided for. 

Mr. Beckwortu. You don’t think consideration could be given to 
working these out on a competitive basis? 

Mr. Saccio. I did not say these were not on a competitive basis. 
I said they were on a negotiated basis. 

Mr. Becxworru. I realize that, but there is a great deal of differ- 
ence between that and a strictly competitive basis. 

Mr. Saccto. We don’t pick out a company and give it the job. We 
consider the availability of people, the past history of work, and 
other details. This is one of the reasons we get criticized because we 
do pay attention to detail, and it takes time. 

Mr. Beckwortu. With reference to the purchasing of supplies by 
a do you do that on a competitive basis altogether, or negoti 

asis ? 

Mr. Saccto. We don’t do it at all. 

Mr. Beckworrn. Never? 

Mr. Saccto. The point is that this is done through private trade 
channels. The importer comes in if he wants to buy something re- 
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quiring foreign exchange. He has to pay for it with his local cur- 
rency. He bids his local currency against the foreign exchange we 
make available. 

Mr. Becxworrtn. As far as you know, then, the purchasing is on a 
competitive basis? I refer to purchasing where ICA money has been 
advanced with which to make purchases. 

Mr. Saccro. Yes. Poor fellow, if he wants to make any money 
he better buy as low as he can and sell as high as he can. 

Mr. Beckworrn. That is competitive as far as ICA’s money is 
concerned. Weare talking about ICA’s money. 

Mr. Saccio. That is right. This is the whole philosophy of section 
413 of the act. 

Mr. Beckwortu. A few days ago one of the gentlemen before the 
committee here said it costs about $2,000 to recruit each of your 
employees. Is that correct? 

Mr. Saccio. I don’t know whether that figure has been checked. I 
know about his answer, and I think he gave it as an estimate, but I 
don’t know whether it has finally been checked. 

Mr. Grant. It has been prepared for the record. I did not per- 
sonally see it. 

Mr. Beckwortu. I believe it was stated you are employing onl 
about 50 of your 1,100 employees that you are to hire this year x ne 
the Civil Service Commission. You couldn’t use the services of that 
Commission any more to get employees in excess of the 50, could you? 

Mr. Saccro. I don’t know enough about it to give you a firm answer, 

but as far as gettin ple overseas, it is a difficult thing to find 
people who are qualified. I think that is the basic reason why we are 
yermitted by law to hire le without going through the Civil 
Service process, but our jo T believe are advertised, and they are 
available, and people in the service, in the Government, know of their 
availability, and t think a large percentage of people we send over 
have prior Government experience. 

Mr. Beckwortn. You don’t regard $2,000 as rather high to recruit 
a person, or not? 

Mr. Saccio. Well, I was a lawyer for a business, and I know how 
much time I personally spent to ire people who we considered very 
important to the business. I used to go to cities, interview people, 
hour after hour, to get a good man whom we could trust and knew 
could work on his own, and that gets to be a pretty expensive opera- 
tion. 

I can’t tell whether $2,000 is high or low, but I know hiring people 
is an expensive business. 

Mr. Becxworrn. You don’t know whether that compares favorably 
with other agencies of this Government, or not? 

Mr. Saccro. I do not. 

Mr. Becxwortu. Could you check and make your finding a part 
of the record ? 

Mr. Sacco. I shall. 

Mr. Grant. May I just add we have an insert that has been pro- 
vided on this subject, Mr. Beckworth, and it is now in page proof 
form, with your committee, on this. If you would care, we would 
send over today a specific copy of it. 

Mr. Jupp. Ask him what the figure is. 
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Mr. Beckxworru. What is the figure? Dr. Judd suggests that 
question, and I would be ¢’ad to have it if you have it available. 

Mr. Grant. The insert .s on personnel recruitment. This particu- 
lar insert that is before me did not cover the cost.. That is a separate 
insert. 

Mr. Beckwortu. That is what I am interested in. 

Mr. Saccro. We will try to get you a figure on that, sir. 

(The information requested is as follows :) 


1. Data on recruitment costs for ICA overseas personnel were furnished the 
House Foreign Affairs Committee, on or about May 1, as a supplement to the 
testimony of Mr. Richard F. Cook, Assistant Deputy Director for Administration. 
The material was provided as an insert for page 3602 of the transcript of testi- 
mony on April 28, 1959. The data consisted of the following: 


“ICA costs to employ each overseas employee : 

(a) Cost of recruitment (locating, screening, evaluating, and placing 
OS Risen deelteed pilin el a NN dd gl dl LS i oat Ba $4384 

(b) Cost of processing to point of call to duty (includes background 
investigation, medical examinations, advice on shipment of 
eS eT ee eee Fen ee ae 665 

(c) Cost, transportation, from home to Washington for entry-on-duty, 
and of dependents, household goods, etc., to U.S. port of em- 





RE Pl Rte Dea ei Ee 1, 032 
EE Fe ee ee ee ee ne MNT \ eee Se awe, SEE. A, $2, 131 


These costs do not include costs of orientation, language, and other training, nor 
cost of shipment of employee, his dependents and household effects from the 
United States to his overseas post.” 

2. With respect to Representative Beckworth’s question concerning increased 
use by ICA of the services of the U.S. Civil Service Commission, the following 
statement was also provided the House Foreign Affairs Committee as an insert 
for page 3605 of the transcript of testimony by Mr. Richard F. Cook on April 28, 
1959. 

“No records are available to provide data concerning the time spent by the 
ICA Director of Personnel in consulting with the Commission on recruitment 
assistance. The Office of the Director of Personnel is represented on the Com- 
mission’s Interagency Advisory Group. The several recruitment technicians in 
ICA frequently communicate with appropriate officials in the specialty areas of 
the Civil Service Commission, for assistance in recruitment of management in- 
terns, economists, stenographers, ete. The Career Placement Section of CSC 
has had, for some time, a standing order to refer to ICA, on a highly selective 
basis, applicants for Federal employment who are interested in overseas assign- 
ments. Because of the nature of the Commission’s basic program, referrals of 
this kind are relatively few, but have proved valuable. 

“In addition to working directly with the Civil Service Commission, ICA em- 
ployment officials also maintain close contact with the several boards of exami- 
ners in Federal agencies which conduct for the Commission examinations in 
certain specialty fields. For instance, the Department of Labor provides assist- 
ance in recruiting labor specialists, the Bureau of Reclamation, Department of 
the Interior, is utilized for soil scientists, the Bureau of Land Management for 
range management specialists, the Army Transportation Corps for transportation 
specialists, the Public Health Service for nurses, public health educators, and 
physicians, the Department of Agriculture for a wide variety of agriculture 
specialists, and the Office of Education in the Department of Health, Education, 
and Welfare for most educational specialists. 

“It should be specifically noted that most applicants for Federal employment 
who file with the Civil Service Commission or its numerous local boards are 
interested only in employment in the United States. ICA’s publicity and re- 
cruitment source contacts are sufficiently extensive so that most experienced 
specialists are aware of its needs. In most cases, therefore, the ICA recruit- 
ment task consists of identifying the individual who possesses the skill, per- 
sonality, and adaptability traits required for overseas employment, and then by 
a variety of means persuading and enticing him to accept an overseas assign- 
ment.’ 
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3. Data reflective of comparative costs of recruitment among the several Fed- 
eral agencies are somewhat difficult to obtain on short notice. Requirements 
of the various agencies for maintenance and presentation of personnel cost data 
vary considerably. Even more significant is the variation in the nature of each 
agency’s program. 

ICA has requested appropriate information from other agencies engaged in 
recruitment for overseas positions. It has been advised, however, that these 
agencies are presently preparing similar material in response to requests from 
another source. The results of these studies will not be available to ICA until 
they have been completed and properly coordinated. Just as soon the the data is 
received, they will be appropriately collated and furnished to the committee. 

The informal information already received in response to our inquiries has 
served to emphasize the differences between ICA’s recruitment needs and those 
of the other agencies. For instance, no other agency is faced with as diverse a 
variety of occupational specialties for which it must recruit. ICA’s needs cover 
a range of 132 occupational specializations, in most of which the need is for 
highly qualified technicians with considerable practical experience, who are 
able to take their families overseas for periods of 2 or more years to live and 
work in foreign environments. Most of the other agencies recruit for not in 
excess of 28 to 45 occupational fields.. Three of these agencies are able to fill 
90 percent of all their overseas vacancies, except for schoolteachers, by transfer 
from their domestic staffs. In one or two instances, the requirement for in- 
tensive investigation into suitability and adaptability to foreign environments 
is limited to somewhat less than 35 percent of all employees. Finally, in most 
cases, the other agencies are able to recruit on a mass basis, whereas ICA’s 
needs require careful adjustment to the specific requests from. cooperating 
countries and individual pinpoint selection. 

The only data immediately available has been furnished by the Department of 
State. For purposes of comparison with the ICA cost data cited in paragraph 1 
above this data is summarized as follows: 





CABS IS Ue nt aos rc a ee ae eee er $400 

(bd) Cost of processing, including background investigation, ete_._.______ 700 
(ce) Cost of transportation to Washington for entry-on-duty, including 

eink) ie) AER, os, ack kun osh-dmescsteenriindnnsnteeminsedasaabt ci ante ead 250 

A VGTERE LOU. Der Cite «oh cae eenn neem $1, 350 


Data furnished above is based upon programed costs for recruitment during 
fiscal year 1959 of 150 Foreign Service officers in entry level class 8, and 500 sec- 
retarial and clerical personnel. Travel costs for both groups are relatively low 
inasmuch as clerical personnel are not authorized transportation for dependents 
or household effects, and the junior FSO-8’s average not in excess of one depend- 
ent and require limited transportation of household effects. ICA’s transporta- 
tion cost element is based upon an average family of four with the proportionate 
requirements for household effects and other personal belongings required over- 
seas. This is because ICA employs technicians who generally have had 10 to 
15 years of experience in their specialized field of activity and therefore are 
more likely to have families and household belongings and automobiles. 

Mr. BecxworrH, While we are talking about capital projects I per- 
sonally hope—and I may be wrong—that as much stout competition 
can prevail with reference to who is finally chosen to do these jobs as 
is possible because all the experience I have had in the past has indi- 
cated that when you have tight, stout, good competition usually you 
are saving dollars. 

Mr. Saccro. I agree with that 100 percent, I may say. Sometimes 
the rug in my office gets worn out by guys who think they have been 
pushed out of a deal, and ney: have ample time to complain, and we 
listen to all their complaints, but it is not an easy job. 

Mr. Beckwortn. These negotiated deals I think by the very fact 
that renegotiation has taken place have been rather costly to our tax- 
payers at times. 

Mr. Saccro. There is no renegotiation here. We have to be right 
the first time. We haven’t got that authority. 
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Mr. Becxworru. Renegotiation in the past so far as our Government 
is concerned has shown that there were some costly propositions for 
our Government in a good many instances. 

Chairman Morean. Mr. Murphy. 

Mr. Murpuy. No questions. 

Chairman Morean. Any further questions? 

Thank you, Mr. Saccio. 

Mr. Saccio. I understood there was a question about an Office of 
General Inspector, and I wanted to bring this up and tell you what 
we proposed to do. 

Mr. Jupp. I would like to hear that because I was the one who raised 
the question the other day. There is enough criticism from various 
sources that I feel somehow the inspection system, whatever its form, 
has got to be tightened up or at least explained better, or something, to 
create more confidence than now exists. 

Chairman Morean. We have had the staff working on an amend- 
ment along this line. ICA is also preparing its own recommendations. 

Mr. Saccro. This is our own proposal, sir. I might give you a copy 
of this, sir, so you will have it before you. 

We have given considerable thought to this problem, and I person- 
ally feel that we have the basic essentials properly operating at the 
present time in our organization, but to meet the problem that has been 
raised by the criticism and the comments of members of this committee, 
what I propose to do is to establish an Office of the Special Assistant 
Inspector, who would report to the Director personally. And his job, 
if you will turn to page 2 of my statement, is described by these five 
items which would assure me personally as Acting Director, that what- 
ever deficiencies there are, either in laxity or possible slow operation 
will be met by a man who will report directly to me, who will keep his 
eye on all important matters, advise the Director of them, see that the 
are properly handled, be a central point for any complaints which 
people may think were not properly answered or responded to, and No. 
5, to come up with a recommendation as to what permanent changes he 
would think would be proper. 

I personally hate to jump in and do something without having a fair 
chance to see what really is the problem and putting a man who is 
qualified to first see that the job is being carried out and, second, come 
up with recommendations as to what changes should be made. 

I think in the next 6 months or a year if we get the proper man, which 
I certainly propose to do, we would be in a much better position to 
judge this and come up with a long-term solution instead of one on 
the spur of the moment. 

Mr. Jupp. As a minimum, this special assistant would give us a 
point of responsibility. When anything goes wrong we have the finger 
on one man. 

Mr. Saccio. That is right. 

Mr. Jupp. Or even if an ambassador in a particular place didn’t pay 
attention to something, or to the complaints of our employees or busi- 
nessmen or missionaries in a given country who think something is 
going wrong, or to a Congressman visiting, they can bring whatever 
they believe is out of line to the attention of this one man and he is 
responsible. We can hold him responsible ? 

Mr. Saccro. That is right. 
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Mr. Jupp. That is one step ahead, I am sure. 

Mr. Saccio. And I think if we put this into effect we will gain by 
the judgment of a man experienced in this field and, secondly, be 
able to meet the immediate problem of seeing that all complaints are 

roperly attended to. I don’t think we have done a bad job, but I 
just want to be assured that we are doing a good job. And, secondly, 
come up with a final solution on this in, say, 6 months or a year and 
discuss it with your committee. 

Mr. Jupp. I learned as a doctor that when I had a patient who 
continued to go downhill, or his relatives were losing confidence, even 
though I was ever so sure I was doing the right things, I made some 
adjustments even if it was nothing more than changing the color of 
the medicine. 


Mr. Saccio. I do this to give me a complete review. 

Mr. Jupp. You have to have a new approach in a situation like 
that. If questions are raised indicating lack of confidence, you have 
got to examine them and come up with something different. It is 
not enough to say “I am right, my treatment is correct, everything 
is all right.” If the patient is still going downhill, it is not right. 

Mr. Saccio. That is the purpose of this proposal, sir. 

(The paper referred to is as follows :) 


STATEMENT OF THE INTERNATIONAL COOPERATION ADMINISTRATION TO THE COM- 
MITTEE ON FOREIGN AFFAIRS OF THE HOUSE OF REPRESENTATIVES, May 14, 1959 


Proposed office of inspector: As a consequence of various suggestions to ICA, re- 
ceived during the course of the present congressional hearings, we have reex- 
amined the ICA mechanisms for internal management review to assess their 
adequacy in terms of organizational structure and inherent design as well as 
for performance. Although we should, of course, continually attempt to im- 
prove the workings of the various units charged with review of our activities, 
there seems to be no indication that the fundamerital organization for this 
review work is inadequate. 

However, in agreement with expressions from various Members of Congress, 
we would like to make doubly sure that we cover without fail one particular 
point. This refers to whether or not we are fully and adequately handling all 
complaints and allegations of wrongdoing made by our employees and others in 
a completely responsive fashion. In this connection there have been various 
suggestions for a watchdog committee, or an inspector general system for our 
agency. Part of the motivation for such suggestions is that various people 
have believed that the criticisms and suggestions have not received sufficient 
high level attention, and that in some cases individuals have felt that the agency 
responded in a negative and defensive fashion to suggestions and criticisms. 

In order to give a greater assurance of satisfactory performance of various 
review mechanisms and to assure full priority processing of complaints, criti- 
cisms, and suggestions for corrections; and in order to further assess the ade- 
quacy of organizational structure, the agency intends to establish in the Office 
of the Director a Special Assistant to the Director, Inspector. This special 
assistant will be a temporary office, and not, for the time being, a permanent 
part of our agency organization. 

The functions of this special assistant will be as follows: 

1. To assure that all pertinent complaints and suggestions, as appropriate, are 
brought to the attention of the Director of ICA. 

2. To assure on behalf of the Director that the routine matters not brought to 
the attention of the Director are handled in a fully nondiscriminatory manner 
and that such handling will be with dispatch and in accordance with the priori- 
ties involved. 

3. To provide one specific locus where anyone can enter complaints or sugges- 
tions that he prefers to go direct to the Office of the Director rather than any 
of the regularly established review units. 
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4. To assure that all complaints and suggestions are directed to appropriate 
review units. 

5. To assess the present organization and function of the various review 
mechanisms and to make recommendations to the Director as to any future 
organizational changes. 

During the course of the coming year, the Director’s office will give personal 
attention to the above issues not only as a matter of present high administrative 
concern to the agency, but also in response to the congressional suggestions and 
criticisms that have been made. 


Chairman Morgan. I am sure you will be ready to discuss this in 
detail later. 

Mr. Saccro. Yes. 

Chairman Morean. Thank you, Mr. Saccio. 

(Whereupon, at 12:50 p.m., the committee adjourned, to reconvene 
at the call of the chairman. ) 
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THURSDAY, MAY 21, 1959 


Hovset or REPRESENTATIVES, 
ComMITTFE ON Fore1gNn AFFAIRS; 
Washington, D.C. 

The committeé met at 10:30 a.m., in room G-3, U.S. Capitol, Hon. 
Thomas E, Morgan (chairman) presiding, 

Chairman Morean. The meeting will come to order. 

We have with us today the Hon. Francis E. Walter who re- 
quested to appear before the committee to discuss certain aspects of 
this bill relating to refugees. Unfortunately, his request came after 
we had closed the hearings and I promised him that during the mark- 
up he could have'a few minutes. 

You may proceed Mr. Walter. 


STATEMENT OF HON. FRANCIS E. WALTER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF PENNSYLVANIA . 


Mr. Water. Mr. Chairman, during the course of the studies of the 
Intergovernmental Committee on European Migration, it was learned. 
that Spain and Italy hac set up the kind of training programs which 
produced very attractive young immigrants. The Spanish program 
is particularly good because they have selected the surplus potential 
farm labor with a high IQ and have put the young man in a voca- 
tional school where he has become not only an attractive potential im- 
migrant but has been offered employment immediately by the Spanish 

eople. 

‘ The problem that ICEM has been dealing with, namely, the re- 
settlement of refugees, has gradually shifted over to that of dealing 
with surplus populations, and that is due to the fact that there are 
no longer any large numbers of refugees fit for and deserving resettle- 
ment. You will be surprised to hear this because of the statements 
that have been made in the Senate recently. As a matter of fact, con- 
sideration is being given to a bill authorizing the admission of 68,000 
refugees annually into the United States, but these are the figures of 
the, number of “emigrable” refugees today : 











Austria_..__- 710, 359 
Italy we: 5, 394 
Germany_- fa, a sade *5,.000 
LE Meee Oa CoS gene et C PR ROR a Meme ORS LAP RE bias | gest Sales nil 1, 000 


And other Western Europeans 


1 These are by actual count of ICEM. 
2 Estimate of the U.N. High Commissioner. - - 
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So that the refugee problem is nothing; there are only 26,000 refugees 
in Europe today. However, the surplus population problem is a very 
serious one. That is where you come into the picture. 

I have prepared two proposed amendments to this law. It may be 
that neither one of them are adequate. After all, you are the special- 
ists. Iam not. I merely set forth my idea in two methods of making 
it possible to use the large amount of funds that have been ac- 
cumulated in South America—funds that, as I understand it, cannot 
possibly be taken out of the several countries in which these funds have 
been earned. My idea would be to take a percentage of these funds 
and earmark them for resettlement projects. 

Now, this is not a new thing. There are today three perfectly fine 
projects in South America. The first one is an fered thie colony, 
Castrolanda. That is a project for Dutch immigrants in Brazil. 

The second one is the Italian settlement in Brazil, Pedrinhas, which 
is a fine moving settlement. And the third one is an Italian settle- 
ment in Costa Rica. In addition to these three settlements, of course, 
there is the Dutch settlement in Australia which has worked out so 
well. But it seems to me that the experience with these three settle- 
ments indicates the desirability of encouraging the South American 
countries to develop internally so that they can do two things: (1) 
Relieve the pressures of surplus populations, which, of course, cause 
trouble and (2) the development of the agriculture in these South 
American countries. 

For political reasons largely, there has been stress of manufactur- 
ing and the agricultural potential has not been fully explored. But 
if funds are made available, the projects that have been recom- 
mended—and there have been a number prepared by ICEM—could 
be realized. ICEM succeeded in obtaining the services of Dr, Weiz- 
man, one of the planners in Israel, a very capable man. He has 
assisted these countries in putting together projects which if devel- 
oped will mean a great deal in contributing to the stability of the 
world and it is for that reason that I ask you to give some considera- 
tion to the proposed amendments that I have submitted to your com- 
mittee. 

T have a statement, which is as follows: 

The movement of persons from overpopulated areas of Europe— 
including refugees—into countries in need of skilled and semiskilled 
manpower is a recognized international responsibility. 

The creation of the Intergovernmental Committee for European 
Migration (ICEM) in 1951 and the participation of 29 nations in 
the work of that organization has made it possible to coordinate and 
finance on a sound basis such population movements. Since the start 
of ICEM’s operations in February 1952, that organization has moved 
to new homes and to new places of economic endeavor close to 900,000 
persons. The 1 million mark is expected to be reached in the spring 
of 1960. Forty percent of all emigration from Europe moves through 
ICEM. 

With the diminishing number of refugees reaching the free world, 
ICEM’s activities tend to concentrate in the field of movement of 
pretrained manpower, mostly to Australia, Canada, and several coun- 
tries of Latin America. ; i ‘ 

While Australia and Canada, with practically no international as- 
sistance, are able to resettle and absorb the desired European man- 
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power, the countries of Latin America are forced by» economic 
considerations to limit their potentially enormous absorption capaci- 
ties due to lack of funds. 

One of the most important features of this picture is the fact that 
the great reservoir of unskilled native manpower of Latin American 
countries remains untapped. The reason for that is that the primitive 
native workers obtain their experience, both in agriculture and indus- 
trial work, through mixing with the imported European worker who 
provides the capital of his experience and his higher mental develop- 
ment, thus becoming actually a teacher for the native worker. A lim- 
ited supply of European workers results in the limitation of the num- 
ber of native workers who may profit from the experience of the new- 
comers. 

One of the major preoccupations of present U.S. policy is to assist 
the development of Latin America toward prosperity and stability. 
Poverty and unrest in that important region can give rise to hostile 
political movements. 

The United States has contributed large sums of money since the 
end of the war in the form of loans and grants to foster the economic 
development of Latin America. Technical assistance has been sup- 

lied simultaneously to create the necessary skills and experience. 

roduction has increased remarkably. It is an unmistakable fact, 
however, that economic development ies barely been able to keep up 
with the growth of population. 

Three problems, among others, are beginning to stand out: 

1. The pattern of development has stressed industry over agricul- 
ture ; 

2. Present training facilities are inadequate to turn out the numbers 
of skilled personnel needed; and 

3. Farm ple are drifting to the cities in large numbers, thus 
creating social problems. 

While it is important that industrial growth be maintained in Latin 
America, agriculture should not in the process be so neglected as to 
reduce the ability of the region to pay for imports of capital goods 
and to diminish its capacity to feed itself. 

rag increasing the agricultural productivity of a region is a difficult 
task : 

The teaching of modern farming methods to rural populations 
is arduous, particularly if a way of life and not just new tech- 
niques are involved. 

Programs to increase agricultural productivity must be de- 
signed to utilize rural manpower currently underemployed in 
many regions of Latin America. 

Agriculture requires heavy investments which yield returns 
only after a long period of time. 

To complicate matters further, governments may neglect agricul- 
ture in favor of industry because the development of indusiry is al- 
ways politically more acceptable in underdeveloped countries. _ 

Raivaetialeee, if agriculture is overlooked in Latin America it will 
seriously handicap the ability of the region to support itself and to 
carry out the necessary program of rapid industrial growth. 

There exists a shortcut to the expansion of agricultural production 
in Latin America which bypasses the problem of training the rural 
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prewinisones Seleetive immigration of .experienced farmers from 
urope and their settlement of underused-land. Land in this category 
could perhaps be brought into effective production by nationals, but 
the fact is that such development is not occurring, whether because of 
lack of interest on the part. of governments or apathy on the part of 
the nationals, who: often only: produce for their own subsistence. The 
immigrant farmer, on the other hand, who has lived in conditions of 
land shortage in Europe for many generations, welcomes the chance 
to expand his production and, in order to maintain a standard of liv- 
ing already generally higher ‘than that of his neighbors, will market 
large quantities of food to increase urban supplies and exportable 
surplus. 

The immigrant’s example will encourage native farmers to acquire 
new ‘farming methods and strive to attain his standard of. living. 
Establishment of stable European farming communities will induce 
the local population to settle down likewise and halt, at least partially, 
their flight to the cities. 

However, land settlement with immigrants is not a simple under- 
taking. It requires the concentration of considerable amounts of long- 
term capital, a part of which—for roads, schools, ete.—may not. be 
repaid immediately. It also demands car eful or ganization , preferably 
with the assistance of an appropriate intergovernmental or ‘ganization. 

This is true because farm structure is too » complex today for healthy 
farming communities to come into being spontaneously as they did in 
the last century—the more so when immigrants are involved, since 
they must adjust to new surroundings and agricultural conditions. 
Plans for settlement have to be drawn up ahead of the arrival of im- 
migrants and the means held in readiness to assist them technically 
and with timely credits until independent operation is attained. 

ICEM has made surveys of the land settlement potential in Latin 
America and participated in drafting a number of projects for im- 
migrant farm settlements which have been submitted to the Interna- 
tional Cooperation Administration for financial assistance. Of these, 
three were approved and are in the process of implementation. In 
the design of all the projects on which it advises, ICEM is careful 
to recommend that there should be no new production competitive 
with U.S. food exports. 

An international effort is necessary to finance land settlement with 
immigrants. Most countries consider some form of land settlement an 
important part of domestic policy, but the capital they succeed in 
raising rarely enables any but the most limited programs to be carried 
out. 

Financial assistance is therefore necessary if immigrants are to 
be settled in Latin America. More than this, however, the govern- 
ments receiving assistance must be encouraged to allocate specific por- 
tions of it to land settlement if they are not to be tempted to channel 
it to industrial and other products instead for the reasons previously 
mentioned. A program to this end could be carried:out with consider- 
able effect by using the ores “rm funds set up in various Latin 
American countries through the operation of the surplus commodities 
program. ‘Money from this and other sources could be utilized in 
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conjunction with the technical plans of ICEM, which also has more 
experience than any other international organization in the problems 
involved in financing settlement projects. 

If the proposed measures to stimulate immigrant land settlement 
could be achieved in all Latin America, there is no doubt that balanced 
economic development and social stability would greatly benefit. 

The Congress has recognized the need for financial assistance in 
the development of land settlement programs in Latin America which 
will contribute to the resettlement of foreign and native migrants by 
enacting clause (C) of section 400(b) of the Mutual Security Act by 
providing that a part of $25 million appropriated in 1957 could be 
used for that purpose. 

Due to lack of coordination between certain Latin American govern- 
ments and the International Cooperation Administration, no funds 
were used for that purpose and no funds were appropriated in 1958 
although the original authorization—generally referred to as the 
Smathers-Walter amendment—remains in the law at the present 
time. 

During the year 1958, the Development Loan Fund has granted three 
loans designed to stimulate land settlement in Latin America. One 
loan in the amount of $240,000 went to an agricultural colony, Castro- 
landa, a settlement for Dutch immigrants in Brazil. The second loan 
in the amount of $300,000 went to an Italian settlement in Brazil, 
Pedrinhas. The third loan, in the amount of $300,000, went to an 
Italian settlement in Costa Rica, and in addition to that, the Develop- 
ment Loan Fund agreed to assist in the financing of a housing develop- 
ment for Dutch migrants in Australia. 

It has been explained that the Development Loan Fund and the 
ICA do not perceive the necessity of assisting in the development of 
land settlement through the allocation of U.S. currency, either on a 
loan or grant basis. 

It is agreed that local currencies would serve the purpose satis- 
factorily, and it is therefore submitted that either the International 
Cooperation Administration or the Development Loan Fund should 
be authorized, by statute, to use local currencies for the purpose of 
assisting in the realization of approved plans for the development of 
land settlement in Latin America. 

This purpose could be achieved by amending the committee print 
of the Mutual Security Act of 1959 either through an amendment to 
section 400 of the now existing law or through the amendment of 
the Agricultural Trade Development and Assistance Act of 1954. 

It is believed to be preferable to leave to the committee the method 
in which the purpose could be achieved. Two alternative amendments 
are hereby presented. 

I will leave the figures on the refugee situation with you because I 
think it is time for the American people to know what the reality is 
and to throw a little light in a field where there has been so much heat 
and, may I say, politics. 
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(The document referred to follows :) 
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Chairman Morean. Your amendments are included in your state- 
ment ? 

Mr. Crawrorp. I have one of each of them here if you would like 
them distributed now. 

Chairman Morean. Yes. 

Thank you very much, Mr. Walter. 

(The committee thereupon proceeded in executive session. ) 

















APPENDIX 


FACILITIES USED IN IMPLEMENTING ICA Starr DEVELOPMENT TRAINING PROGRAM 


I. BACKGROUND 
A. Authority 


The ICA staff development training program for overseas employees, designed 
to meet a demonstrated need for keeping technicians’ skills fresh and developing 
potential for higher responsibility, was inaugurated in fiscal year 1958 as an in- 
tegral part of the agency’s basically reoriented overseas personnel management 
system. Policy directive No. 7, of May 9, 1957, signed by Mr. John B. Hollister, 
then Director of ICA, set forth the fundamentals of this system, including spe- 
cific reference to staff development training. These policy guidelines and the 
objectives sought were presented to and concurred in by the Congress in the 
summer of 1957. Progress toward getting the overall system installed was re- 
viewed by the Congress in 1958. A most significant expression of their judg- 
ment of the importance of the objectives sought and confidence in the agency's 
basic approaches to meeting them was the initiative taken by the Congress in 
increasing the appropriation requested by the executive branch for bilateral 
technical assistance by $8 million “* * * primarily for personnel improve- 
ment * * *” with particular reference to training including language instruction. 

Enactment of the Government Employees Training Act (Public Law 85-507. 
July 7, 1958) enabled ICA to similarly provide training for its classified service 
employees. This phase of the program is yet in its early developmental stages. 
In developing it, however, the same basic principles are being followed as under- 
lie training for the overseas component. 


B. Training policy 


Operating policies and procedures for implementing the inservice training ele- 
ment of policy directive No. 7 with respect to overseas personnel were first out- 
lined for the guidance of all missions and ICA/W offices in ICATO Circular 
A-119, dated September 27, 1957. Particularly significant are the following ex- 
cerpts: 

“Training, therefore, in every instance will be aimed specifically toward in- 
creasing the competence of an individual in a specialty field of priority impor- 
tance to furthering the ICA program.” 

“Selection of candidates as to the type and duration of training (if any) to 
be given under this program will be tailored specifically to the agency’s interest, 
short and long run, in developing the particular competence of the individual 
staff member. Operationally, this will require exercising a high degree of selec- 
tivity with respect to specialty fields, and especially to the past performance and 
probable future service of the individual in the ICA program. For a number 
of self-evident reasons, we must make certain that any staff training provided ai 
ICA expense meets a real need which cannot be met more economically in some 
other way and the agency will get its money back, so to speak, over a reasonable 
period of time. Also, both the selection of candidates and duration of training 
will be heavily conditioned by the ability to spare the man at a given time.” 

“Existing facilities * * * will be utilized when such facilities are [the most] 
effective means of meeting the training objectives set [by the agency] for a 
given individual.” 

Training for classified service employees is provided in accordance with the 
terms. of the Government Employees Training Act and implementing regulations 
issued by the Civil Service Commission. Substantively, the principles embodied 
in this legislation and the CSC regulations are the same as those which ICA 
applies to the training of its overseas personnel. 
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Il. TRAINING FACILITIES USED 


As indicated in section IB above, it is the policy of ICA to utilize existing 
training facilities to the fullest extent feasible, i.e., wherever ICA training needs 
ean be met adequately through established training programs. To date, ICA 
has met all of its training needs through such facilities with the exception of 
those who the agency needed to provide comprehensive systematic training in the 
programing of technical and economic assistance through cooperative programs 
with newly developing countries. This programing process is essentially unique 
to ICA. No institution offers a regular graduate-level program which relates 
the complex of economic, political, social, and cultural factors involved spe- 
cifically to the practical problems confronting ICA staff in carrying out their 
programing responsibilities. The agency, therefore, had no practicable alterna- 
tive to establishing a relatively short-term training program tailored specifically 
to its needs. Further details on the Institute on ICA Development Programing, 
conducted for ICA by the School of Advanced International Studies, Johns 
Hopkins University, are attached. 

For other types of training, ICA uses various facilities—universities, State and 
Federal Government agencies, business associations, Foreign Service Institute, 
National War College, etc.—depending upon the kind of training needed for a 
particular employee. This training assistance is “contracted for” only in the 
sense that the institution, agency, or firm agrees to provide the particular train- 
ing requested by ICA. In case this training involves participation in regular 
academic courses, or a special training program for which there is an established 
tuition or fee for ali participants, the “contract” usually provides for reimburse- 
ment of this fee by ICA. Refresher training (usually up to 45 days) for over- 
seas technicians typically consists of an individually tailored observation dis- 
cussion with specialists and instituttons in their respective fields and normally 
does not involve any payment for instruction. Training of this type comprises 
a large part of the total. 

Participation in classes (mostly out of hours) conducted by the Foreign Serv- 
ice Institute is on the same basis as that by other Government agencies. Opera- 
tionally, ICA’s use of this facility is no different from its use of universities, pro- 
fessional associations, etc. Reimbursement for instruction costs is on per capita 
participation basis reflecting pro rata sharing of costs. 

While it is difficult to generalize meaningfully about so diverse a group of 
facilities which ICA necessarily must draw upon in meeting its complex train- 
ing needs, the following summary of significant operating policies and practices 
may facilitate their evaluation. 


A. How training facility is selected 


Selection of the particular facility to be used in carrying out a given training 
assignment is by consultation between the ICA Washington office responsible 
for technical guidance of the overall program in the specialty field in which the 
employee to be trained is engaged and the Career Development Division, Office 
of Personnel. Assistance in evaluating alternative facilities for meeting the 
specific objectives defined by the agency in approving training is obtained from 
other informed sources, as required. Location, comparative costs, etc., are taken 
fully into consideration. 

Consultation is had with different institutions only insofar as necessary to 
clarify the nature, timing, and costs of particular courses. The tentatively 
selected facility is consulted, of course, prior to finalizing the arrangement to 
make certain they can provide the particular training required. 


B. Basis for letting “‘contract” 


Since only authorization for reimbursement of established tuition or fee is 
involved, decision to use a particular facility for training a given individual 
necessarily includes decision to pay the announced fee applicable to participants 
from other sources. Terms and conditions are specified in a “contract” letter 
requesting enrollment of an ICA employee in a combination of regular courses 
tailored to his development needs or in a short course, the content, method, and 
cost of which had been announced by the facility. 


C. Profit or nonprofit contracts 

None of the instruction facilities used to date, which charges ICA tuition or 
fees, is known to be organized and conducted primarily for profit. Practically 
all are universities. 
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D. Fees and their amount 


Fees or tuition are paid only in those cases where the specific training objec- 
tives sought can be achieved satisfactorily only through a training program for 
which payment of an announced fee or tuition is a prerequisite to participation. 
As indicated earlier, much of ICA’s training is obtained without payment of in- 
struction fees. 

In amount, tutition or fees vary widely depending upon the duration and 
nature of training and the facility from which it is obtained. Tuition or/and 
fees for an academic year at a land-grant college will average around $800 to 
$900; at some other universities somewhat more. Short-term intensive execu- 
tive development programs of the type conducted by the American Management 
Association and several universities involve instruction fees of $400 to $850 
per trainee-month. These typically are of 2 to 4 weeks’ duration and designed 
to provide tailored training of very high quality for selected senior government 
or/and business executives. 

Kk. Library acquisitions 

Normally books and other instruction materials essential to carrying out an 
1CA-financed training program are purchased by the trainee under direct author- 
ization from ICA for reimbursement of their costs. Such training materials 
thus purchased by ICA remain the property of ICA. Following completion of 
a training assignment, they usually are placed in the office library of the mission 
or office of the employee’s next assignment for continued reference and study 
by him and other ICA employees. Reuse by other trainees is effected where 
practicable. : 

If the tuition fee explicitly includes the contractor’s supplying books or other 
nonexpendable training materials, they likewise remain the property of ICA 
and are handled in the same way as those purchased by a trainee for which he 
is reimbursed. 


F. Duration of training 


Duration varies with agency’s objectives in training a given individual. “Re- 
fresher’® training typically is 2 to 6 weeks’ duration; “developmental” training 
4to9months. It is the policy of ICA not to make “off job” training assignments 
of longer than 1 year’s duration. Numberwise, the bulk of the training assign- 
ments to date for classified service employees have been for attendance at out- 
of-hours classes conducted by the Foreign Service Institute or at relatively short 
duration conferences in their respective specialty fields conducted by professional 
societies or other Government agencies. 

A numerical summary of the ICA training program, July 1, 1958, to March 
31, 1959, reflecting broad categories with respect to duration of training is at- 
tached. 


ICA staff development training program—Staff members starting training assign- 
ment between July 1, 1958, and Mar. 31, 1959? 
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3 All full-time training assignments over 4 gag duration. Includes 40 assigned to the first 2 sessions 
of be Institute on ICA development program 
Foreign Service staff on rotation phe ery in ICA/W. 
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INSTITUTE ON ICA DEVELOPMENT PROGRAMING CONDUCTED FOR ICA BY SCHOOL 
OF ADVANCED INTERNATIONAL STUDIES, JOHNS HOPKINS UNIVERSITY, WASH- 
INGTON, D.C. 


1. Establishment of the Institute 


Final decision to establish the Institute in cooperation with SAIS was taken 
by Mr. James H. Smith then Director of ICA. Preliminary to this decision was 
a comprehensive staff study of training needs and methods. This included a 
draft course outline which had been reviewed widely in the Agency, and con- 
curred in in principle by the four Deputy Directors primarily concerned as well 
as the Directors of major offices. 


2. Elements of ICA consulted in planning the Institute 


All elements of ICA were consulted at appropriate stages throughout the plan- 
ning process. Relevant units of the Department of State also were consulted 
and participated in the planning process. 

Detailed planning from the outset was coordinated and guided by a working 
group comprising designated representatives of DD/O, DD/S, DD/P, DD/M 
and the Department of State. Senior mission staff were consulted as their 
availability in Washington permitted. A former mission director (Dr. Walter 
Howe, presently Ambassador to Chile) and a former deputy mission director 
(Mr. Vincent Barnett, presently economic counselor of Embassy, Rome) par- 
ticipated extensively as technical consultants. These men were used in this 
capacity for three primary reasons: (1) both had intimate knowledge, born 
of practical field experience, of the complexities and significance of effective 
programing of technical and economic assistance to achievement of MSP objec- 
tives; (2) both likewise had a background in the academic world and were 
knowledgeable of graduate-level teaching methods; and (3) both were at that 
time employed outside of Government, hence could view the entire project with 
complete objectivity. 


8. Institutions consulted prior to letting the contract 


The professional capabilities and operating methods of all the major institu- 
tions in the Washington area were considered prior to deciding upon SAIS. 
Specifically included in these considerations were: Georgetown University, 
USDA Graduate School, Maryland University, George Washington University, 
American University, and the School of Advanced International Studies and 
the Foreign Service Institute. The extent and specificity of consultation with 
these respective institutions depended upon what the agency already knew of 
their respective resources and the initial indications of their ability and willing- 
ness to undertake the specially tailored training program required to meet the 
objectives sought. 

The process of programing technical and economic assistance through co- 
operative programs with newly developing countries is essentially unique to 
ICA. No institution—at least to our knowledge—offers a regular graduate 
program which relates the complex of economic, political, social, and cultural 
factors involved specifically to the practical problems confronting ICA staff 
in carrying out their programing responsibilities. Improving the effectiveness 
of this essential programing process, therefore, obviously required a special 
training program of relatively short duration focusing specifically upon practical 
aspects of ICA programing. Since extensive recourse had to be had to ICA 
materials and same to ICA/W staff, the consensus was reached very early that 
the training program must be located in the Washington area. Also, the in- 
stitution undertaking this training for ICA necessarily had to have sufficient 
flexibility within its organization and methods to provide an intensive special 
training program outside its regular academic schedule and teaching practices. 


4. Basis for letting the contract to the School for Advanced International Studies 


Bids, as such, were not solicited. The feasibility of this agency’s undertak- 
ing this training program depended far more upon institutional capability and 
interest in providing the particular kind of training required than upon elements 
which could be reflected in a typical contract bid. The fact should be noted, 
however, that none of the institutions considered—including SAIS—actively 
sought this contract. All recognized that providing the kind of training needed 
would require substantial special arrangements outside their normal activities 
with all the complexities, administrative and academic, which such special 
arrangements would entail. 
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The contract with the School of Advanced International Studies was let on 
the basis of negotiation with Johns Hopkins University and the International 
Cooperation Administration. As indicated earlier, these negotiations were in 
terms of specific course content and method to achieve detailed purposes and 
objectives specified by ICA. Established ICA contract policies and procedures 
were applied throughout. 


5. Contract provisions 


(a) This is a nonprofit contract. An overhead rate (52 percent of direct 
salaries) was established in accordance with standard Governmentwide con- 
tracting procedures. Prior to agreement to this rate, records of Johns Hopkins 
University and the School of Advanced International Studies bearing upon their 
allocation of overhead were examined by a member of the ICA contract audit 
staff. 

(b) The contract provides for reimbursement to SAIS for actual expendi- 
tures in providing agreed-upon services plus the established overhead referred 
to above. Cost components and the maximum reimbursement under each are 
specified in the contract. No “fee” as such is paid the contractor. 

(c) Three professors and an Institute Director are provided by the present 
eontract. There may be up to 25 participants in each session of the Institute or 
50 per year. The agency has followed the practice, thus far, of assigning 20 
to each session. 

These three staff members are employed full time. Since the training program 
is highly intensive and comprises a large component of workshops and seminars 
in addition to lectures, the teaching load on the professors is substantially 
heavier than typical of academic programs. In addition to responsibilities for 
their respective substantive components of the program, each of the instructors 
attends sessions conducted by the other in order to insure maximum interrela- 
tion between the phases and consistency of focus upon central objectives. 

Salaries paid Institute staff under the ICA/SAIS contract are in accordance 
with the normal salary scale of the School. The professors hold regular aca- 
demic appointments in the Johns Hopkins University system. As indicated ear- 
lier, each of them carries a considerably heavier teaching load than is normal, 
either for the School of Advanced International Studies or other comparable 
academic institutions. Their respective salaries are adjusted slightly from the 
overall SAIS base salary for full professors in accordance with their compara- 
tive responsibilities. 

Provision also is made for payment of honorariums to guest lecturers at a rate 
not to exceed $50 per day. Approximately $10,000 was used for this latter pur- 
pose during the first year of operation. In addition to the direct institution staff 
the contract also provides for a research assistant, an administrative assistant 
and half time of a library assistant. 

(d) Provision is made in the contract budget for reimbursement “* * * for 
actual transportation costs and travel allowance of travelers in accordance 
with the established practice of the contractor for travel within the United 
States directly referable to this contract.” Of the maximum reimbursement for 
travel of $4,500 per year authorized by this contract, not more than $500 may 
be used for travel by contractor’s staff nor more than $4,000 for travel by guest 
lecturers and consultants. Actual expenditures under this item during the 
first year of operation will total about $2,850, almost entirely for travel of guest 
lecturers. 

(e) Title to all library acquisitions, for which the contractor is reimbursed 
under this contract, is at all times in the name of ICA. 


6. Duration of Training 


Each training course is of 21 weeks duration. Two courses are conducted each 
year. The 1-month intermission between courses is designed to provide op- 
portunity for comprehensive reevaluation and revision of materials and methods 
in light of experience with the course just completed. This is essential to con- 
stantly improving the quality and effectiveness of the training program. Such 
an intermission is characteristic of training programs of this type. In some, 
at least, the period between courses is much longer than 1 month even when staff 
is engaged full time. 


7. Cost per student trained 

Projected fiscal year 1960 reimbursement of instruction cost under this con- 
tract presently is estimated at $165,686. With 20 participants in each of the 
two 5-month sessions to be completed during this period, the contract cost will 
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be $4,142 per student trained or $828 per trainee month. As a comparison, the 
fee charged all Government agencies by the American Management Association 
for participation in their management course for Government executives is $850 
per trainee month. Private firms pay AMA an instruction fee of $950 per trainee 
month for their personnel assigned to the companion management course for 
business executives. Neither of these courses is tailored nearly so closely to the 
specific unique needs of one agency as the Institute on ICA development pro- 
graming must be to the needs of this Agency. They can and do, therefore, ac- 
commodate much larger classes and a larger overall volume which reduces per 
trainee costs. 

While not directly germane to the purpose of this paper, ICA has requested 
the Institute staff to assist in a critical reevaluation of the content and duration 
of the training program in relation to priorities of agency objectives. The cen- 
tral objective is to determine what would be foregone if the program were re- 
duced to about 3 months duration with three sessions per year or gained if it 
were lengthened to 6 months. They also have been requested to advise on the 
feasibility of developing (1) a correspondence course covering those elements of 
the Institute program which lend themselves to this type of treatment and (2) 
a “package” of materials and instruction guides evolved out of the residence in- 
struction program which could be used advantageously by missions in con- 
ducting their own training programs in this field. Both of these supplemental 
approaches, would serve to broaden the impact of the Institute upon increasing 
the overall effectiveness of ICA programing. Much of the workload of developing 
and backstopping such “extension” projects could be carried by the regular In- 
stitute staff without additional cost to ICA. 


Faci“itigs USED IN IMPLEMENTING ICA LANGUAGE TRAINING PROGRAM 


I, BACKGROUND 


Two concurrent developments highlighted, in the latter part of 1957, the 
necessity for this agency’s expanding significantly its efferts to equip overseas 
staff members with the local language proficiency needed for effective total 
performance of their respective jobs. An executive branch study—relating to 
all Government agencies engaged in overseas activities—pointed up more sharply 
the importance of language proficiency and better orientation to more effective 
achievement of U.S. objectives abroad. This buttressed ICA’s own growing con- 
viction that considerably greater effort in the foreign language training field was 
essential to meeting the continuing needs of the mutual security program. 

In addition, aggressive entry of the Soviet into the technical assistance field 
was bringing the political significance of local language proficiency sharply into 
focus. Apart from the propaganda advantage the U.S.S.R derived from the com- 
mand their technicians displayed of the local language upon arrival in a country, 
the comparisons drawn demonstrated quite unmistakably that the people of 
newly developing countries do place value upon this reflection of interest in them 
and their culture. 

To provide a factual foundation for overcoming, on a priority basis, inade- 
quacies in its provisions for language instructions, a survey was initiated in 
February 1958 to identify those positions in which knowledge of the local 
language is essential to effective job performance. It also included an inven- 
tory of the language proficiency of present staff. As anticipated, the survey re 
vealed that ICA had a very long way to go in adequately meeting even its priority 
language needs. More significantly, the results provided a basis for evolving and 
operating a job-related language program geared to highest priority needs. 

The initiative taken by the Congress in appropriating an additional $8 million 
for bilateral technical cooperation in fiscal year 1959 “* * * primarily for per- 
sonnel improvement,” explicitly including language and other training, firmly 
underlined the importance of finding practicable means for providing language 
instruction where needed. It also lent confidence to the approaches then being 
evolved and enabled significantly more rapid progress toward getting an operat- 
ing program underway than otherwise could have been possible. A foundation 
now has been laid. Adequately meeting this agency’s language needs, however, 
will require high sustained effort on the part of all concerned. 
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It. ICA LANGUAGE TRAINING POLICY 


ICATO Circular A-20 dated July 16, 1958, outlined the agency’s overall policies 
with respect to local language proficiency and instruction, where needed, to de- 
velop it. Summarily stated, this policy aims at (a) insuring that persons going 
into “language essential” positions have the proficiency required for the position 
or are given sufficient instruction away from or at post as is most economical 
to meet minimum requirements during their first 6 months (b) providing as 
intensive training as feasible for those occupying language-essential positions not 
scheduled for home leave for another 1 to 2 years and (c) enabling those in 
positions where language is less essential to gain sufficient proficiency over a 
reasonable period to enhance their understanding of the local culture and their 
“acceptance” as Americans. 

Implementing this policy obviously required facilities adequate to the needs at 
the respective posts and in the United States. The latter are essential since 
intensive (full time) language instruction usually can be given more efficiently at 
a central facility where both supervision and discipline are better than is possi- 
ble at individual posts. In keeping with ICA policy of using established train- 
ing facilities wherever practicable, the agency decided to contract out the actual 
instruction. Control of who is to be trained, where training is to be given and 
the duration and intensity of training is retained by ICA. 
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III. FACIITIES USED FOR LANGUAGE TRAINING 


ICATO Circular A-—20 cited above states in part “normally this agency will 
use facilities of the Foreign Service Institute both for training away from post 
and at the respective posts. Arrangements are being made with FSI for expand- 
ing and strengthening their facilities to accommodate increased ICA needs.” 

This policy statement was evolved through discussions throughout ICA and 
approved by Mr. James H. Smith, then Director of ICA. 

For training at the respective posts, the only alternative to expanding estab- 
lished FSI facilities was for ICA to set up separate ones. This has obvious 
disadvantages both from the standpoint of economy and the feasibility of provid- 
ing the technical linguistic supervision so essential to effective language training, 

In deciding to rely primarily upon FSI for language instruction away from 
post, the costs and teaching methods of the armed services language schools and 
those operated by commercial firms were evaluated. It was the considered 
judgment of the agency that, long run, its needs could best be met through the 
FSI/Washington facilities. 

As a temporary expedient, while FSI facilities were being expanded to meet 
ICA needs, those of Sanz School of Languages were used for meeting needs for 
instruction away from post which FSI could not accommodate. Sanz was 
selected on the basis of comparative instruction costs and evaluation of perform- 
ance by other Government agencies which had used it and other language schools 
in the Washington area. The decision to use Sanz as an auxiliary training 
facility was made by the Director of Personnel, ICA. The contract was let on 
the basis of negotiation. 

This agency will have a small continuing need for a supplementary facility 
in the Washington area; e.g., to accommodate cases which cannot practically be 
fitted into regularly scheduled classes at FSI, etc. The contract for providing 
such training in fiscal year 1960 is being let on a competitive bid basis. 
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IV. CONTRACT PROVISIONS 
A. ICA-FSI agreement 


This cost reimbursement agreement follows the established pattern of inter- 
agency agreements for provision of services. It provides for reimbursement of 
actual expenditures incurred in training ICA personnel in accordance with the 
terms of an agreed upon budget. Where ICA trainees are included in classes 
with those from other agencies, costs are prorated. Explicit terms and condi- 
tions governing the services to be rendered, basis for establishing reimburse- 
ment, etc., are set forth for each of the three major categories of language train- 
ing services provided ICA by FSI: training at FSI, Washington, training at the 
respective posts, and proficiency testing services. 
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B. ICA-Sanz contract 


This contract provides for payment of fees at specified rates for the different 
languages and number of students in the same class. The schedule of rates is 
specified in the contract. Also included is provision for ICA paying only for 
the number of hours of instruction actually provided a trainee in case circum- 
stances preclude his completing the amount of training originally intended. 

‘ Text books purchased by ICA through the contractor remain the property of 
CA. 
Vv. METHOD AND DURATION OF TRAINING * 


A. Training away from post normally is given in full-time classes with a maxi- 
mum of six trainees in a class. At present, this type of training in French and 
Spanish is of 2 months’ duration; that in Arabic and other languages of similar 
difficulty, 4 months. It is recognized that this amount of training will not meet 
a person’s full requirements. It will, however, provide a basis on which to build 
by study at post and by conscious efforts at usage. 

B. Training at post: At present instruction at all posts is on a part-time (usu- 
ally 5-10 hours per week) basis. When the quality of facilities at the posts per- 
mit, initial intensive (full-time) training also will be given there for all lan- 
guages except French and Spanish. Members requiring training in the latter 
two languages are sufficiently large in number to make class instruction away 
from post practical. 

Instruction normally is given in regularly scheduled classes established and 
operated under a coordinated ICA-State-USIA language program. Technical su- 
pervision is provided by FSI through regional language supervisors stationed in 
the respective areas. Tutorial instruction may be provided where an employee’s 
location or travel requirements essentially preclude regular class attendance. 


VI. INSTRUCTION COSTS 


Meaningful data can be provided at this stage only for training given away 
from post. Experience with training at the posts is yet insufficient to provide 
accurate estimates of costs per unit of training once the facilities are fully 
established. 

Sanz School of Languages rates are $6 per hour of group instruction in classes 
of three or four persons and $4.50 to $5 per hour for individual tutorial instruc- 
tion in languages in which ICA gives training away from post. 

_ During the period July 1, 1958, to April 30, 1959, 67 persons took full-time 

(intensive) instruction in all languages at Sanz. Instruction costs averaged 
$760 per trainee. Average duration of training (20 hours class instruction per 
5-day week) was 916 weeks. 

FSI costs were projected on the basis of $102 per trainee week for class in- 
struction in full sections of six trainees per section (i.e., one instructor). Class 
instruction there is given 6 hours per day, 5 days a week, hence under this op- 
timum arrangement the average cost would be $3.10 per trainee hour. No dif- 
ferentiation is made among languages. 

Between July 1, 1958, and April 30, 1959, 87 persons took intensive (full-time) 
training at FSI or an average of about 8 weeks each. Actual reimbursement due 
FSI for this portion of the total services rendered ICA is not immediately avail- 
able. Per unit costs, however, are certain to be somewhat above the projections 
since pressing program needs have precluded assigning full classes in some 
instances. 


1See attached table for differential application of overall language policy to varying 
country situations. 
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Categories of ICA language training requireemnts* 





Category 


Intensive 2 


Part time (at post) 


Countries 








Minimum: 2 months. Nor- 
mally away from post. 


Minimum: 2 months. Nor- 
mally at post. 

Minimum: 4 months. Nor- 
mally at post when facil- 
ities adequate. Until 
then, away from post. 

Minimum: 4 months at post 
when facilities adequate. 
None until then except 
special cases at mission 
request. 

None except special cases at 
mission request. 


Minimum: 5 hours per week 
until reach level required 
for particular position— 
normally “S-3.’’ 

ND AE LAT +0 un sclemeneanive? < 


Minimum: 5 hours per week 
until reach proficiency re- 


quired in respective posi- 
tions. 
Same as (2). Initial em- 


phasis on “social usage’ 
proficiency. 








French- and Spanish-speak- 
ing countries and Somalia 
(Italian). 


Brazil. 


Libya, Iraq, Jordan, Leb- 
anon, Egypt, Afghanistan, 
Iran, Indonesia, Turkey, 
and Greece. 

Ethiopia, Yugoslavia, and 
Hindi/Urdu/ Bengali areas 
of India and Pakistan. 


Bane BB: OP ho nies ~ ss geawnt India and Pakistan (except 
as indicated in (3)), Cey- 
lon, Israel, Thailand, 
Korea, China, and Nepal. 

None for present at least....| J , Philippines, Liberia, 


hana, Sudan, and Eng- 
lish-speaking posts. 








! Differential application of ICA language policy outlined in ICATO Cire A-20, July 13. 1958, to accom- 
modate variations among countries in difficulty of language, extent of use, agency ability to meet local 
language needs short run, ete. 

2 Applicable only to staff going into or returning to language-essential positions whose proficiency in local 
language less than ‘‘S-1,’’ 


List of circular airgrams: “Policies and procedures for fiela language training 








programs” 

Circular Date Countries 
RE is wiivdescedteand Dec. 2,1958 | French- and Spanish-speaking countries. 
Br idedinbvddwsvblindddedals Dec. 12,1958 | Brazil. 
pe ea ree Dec. 24,1958 | Libya, Iraq, Jordan, Lebanon. 
sy te (identical with XA-| Feb. 26,1959 | Egypt, Iran, Afghanistan, Indonesia, Turkey, Greece. 
RA iiicdtitpiitidinddab ee weke do........| Ethiopia, Yugoslavia, India, Pakistan 
BE RSE IES, LIS ie RE Ceylon, Israel, Thailand, Korea, China, Nepal. 














ICA USE oF THE $8 MILLION TECHNICAL COOPERATION INCREMENT 


In its report on H.R. 12181, Mutual Security Act of 1958, the Committee on 
Foreign Affairs stated, “The increase of $8 million recommended by the com- 
mittee is intended primarily to strengthen the personnel side of the program 
rather than to expand programs. Recruitment procedures can be improved to 
assure more careful selection. Training programs can be developed with par- 
ticular emphasis on language instruction for personnel under technical cooper- 
ation and for program personnel under other categories of aid whose services 
abroad advance the same general objectives. Similarly, the increment will per- 
mit an expanded program of participant training, making it possible for more 
to study in the United States or in third countries.” 

ICA has adhered to the intent of the House committee as stated in its report 
in planning the use of the $8 million increment, In the case of personnel im- 
provement, there were in existence several programs being carried on which 
could be expanded and intensified. Funds provided under the regular 1959 
budget were segregated and the additional amounts chargeable to the incre- 
ment were firmly identified. In the case of participant training, the increment 
permitted the initiation of activities not previously provided for, those which 
facilitated relatively larger numbers of participants to be accepted for training, 
and those which contributed to improving the content of training and the me- 
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chanics of handling participants. Care was exercised to insure that all pro- 
posals accepted for financing were necessary and contributed directly to the 
purposes prescribed by the committee. 


STRENGTHENING THE PERSONNEL SYSTEM 


The committee has laid stress on strengthening the personnel side of the pro- 
gram. To accomplish this, effort has been devoted simultaneously toward ac- 
celerating recruitment, improving the quality of employees selected and pro- 
viding enlarged opportunities for staff development and training. 

Accelerated recruitment has created a net gain of 399 filled overseas positions 
during the first 9 months of the present fiscal year as contrasted with a net gain 
of 114 positions for the comparable period in the previous year. Thirty-five 
additional positions were created whose purpose was to assist in recruiting 
and screening new applicants and in expediting entry on duty procedures. 
Twenty-eight new positions were set up outside of the Office of Personnel to 
facilitate selection, processing and supporting operations in various subject 
matter areas. An additional 23 positions have been provided to strengthen 
other offices to handle the increased workload in communications, payroll and 
other supporting services, for a total of 86 additional permanent positions. In 
addition some 25 part-time consultant positions were set up whose incumbents 
were to canvass professional sources in the United States to obtain qualified 
applicants. While we have not employed personnel to staff more than two-thirds 
of these positions, the results of their efforts have provided a large group of 
acceptable applicants and employees. 

As an adjunct to employing additional staff, a carefully planned program of 
paid and voluntary advertising of employment needs and opportunities has been 
instituted in professional and commercial publications. 

The resources added have permitted wider and more intensive use of various 
means of improving the quality of new employees selected. Some 24 high cali- 
ber interviewing consultants have been engaged on a part-time basis. These 
consultants make careful interview reports on potential employees which stress 
such things as representational capacity, tact, adaptability to foreign environ- 
ment and other personality and suitability factors. These factors are assessed 
not only in the case of the employee but of his dependents as well. Admittedly, 
our techniques do not necessarily insure success in foreign environment, but 
we feel they increase the possibility of better adaptation and adjustment and 
serve to spot many cases where the possibility of an individual’s adjustment and 
worth to the program is doubtful. The interview reports made by the consult- 
ants are carefully weighed by our personnel panels prior to employment action. 

Programs for the further development and training of present staffs are being 
improved and extended. Facilities for training in foreign languages have been 
augmented both in Washington and at overseas posts by agreement with the 
Foreign Service Institute of the Department of State. During the period July 
1, 1958, through March 31, 1959, intensive prearrival language training was given 
to 134 ICA employees and 38 dependents and as of March 31, 1959, 1,008 em- 
ployees and 297 dependents were enrolled in overseas classes. This program is 
being expanded as rapidly as possible and will include much larger numbers of 
trainees as further progress is made in filling essential mission positions so that 
more persons can be spared without detriment to operating programs. 

The increment has permitted expansion and extension of a number of our in- 
service training programs, some of which had already been inaugurated. Exten- 
sion to 8 years of the schedule of training of several groups of midcareer 
employees in the ICA Institute for development programing has been effected by 
contract with the Johns Hopkins University School] of Advanced International 
Studies. Additional training is being provided also for selected overseas em- 
ployees in various colleges and universities and professional and businesss associ- 
ations. Additional time and resources are being devoted to improving the orien- 
tation of both old and new employees. The Foreign Service Institute now 
provides each employee with training on the cultural, social, economic, and 
politi¢al factors to be encountered in his new post or assignment. 

Added flexibility for the strengthened personnel program is gained through 
more extended use of what we term “employment” and “reassignment” comple- 
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ments. The employment complement provides a temporary pool of new em- 
ployees who have been recruited to supply real needs, but who are not imme- 
diately placed in mission staffing pattern positions until additional placement 
actions involving concurrence of the mission and host government are completed. 
The reassignment complement carries a few employees temporarily until reas- 
signment or other action can be completed. The use of these two complements 
enables the agency to more expeditiously effect placement and transfer actions 
and keep oversea missions at a higher state of operating efficiency. The $8 
million TC has enabled ICA to extend the use of these complements. 


THE PARTICIPANT TRAINING PROGRAM 


A major obstacle to expanding the participant training program lies in the 
limited numbers of citizens in most underdeveloped countries who possess a 
command of the English language at a level sufficient to enable them to under- 
take technical training in the United States. The $8 million increment has per- 
mitted expansion of the USIS facilities overseas for giving English language 
instruction to foreign nationals. In addition, we have been able to broaden and 
develop new training resources in the United States so that additional needs of 
participants from lesser developed areas can be more effectively met. As an 
example, such additional supporting services and facilities as reception, orienta- 
tion, interpreter, refresher English language training, health and accident in- 
surance, and others have either been added or expanded in the United States. 

We plan to use $1,040,000 of the $8 million increment in strengthening the 
participant training program. Of this amount, $400,000 is being used to expand 
English language training facilities in the lesser developed non-English-speak- 
ing countries, $300,000 for the additional costs of cooperating Federal agencies 
to enable them to expand and improve their training facilities in order to handle 
increased numbers of participants in fiscal year 1959; $140,000 to provide 30 ad- 
ditional positions in ICA/Washington for the purpose of improving the quality 
of training programs for participants; and $200,000 to furnish additional sup- 
porting services resulting from the increased participant programs, 


FINANCIAL ASPECTS 


Strengthening the personnel side of the program involves the use of $3,781,100 
on the basis of our annual plan. Strengthening the participant training program 
will cost $1,040,000. The total for the two programs is $4,821,100, leaving an un- 
programed balance of $3,178,900. It is planned that the unobligated balance 
of this $8 million, as of June 30, 1959, will eventually revert to the Treasury De- 
partment as a savings under technical cooperation appropriation for fiscal year 
1959. Firm obligations of slightly less than $2 million had been made against 
this total as of the end of March. : 

The level of obligations during the first three quarters has been much lower 
than is contemplated for the fourth quarter. During the fourth quarter the 
level of obligations for all recurring cost items such as staff expense, expense 
of training complements and continuing procurement of additional supporting 
services is expected to reach a much higher level than during the first three 
quarters and will tend to establish a level of support which can be projected 
beyond the present fiscal year. Certain contract items will not recur during 
this quarter but are, of course, included in the cumulative total of obligations. 

The relatively slow rate of obligation during the first three quarters is at- 
tributable to the following factors: (@) necessity for careful planning of new 
or expanded activities, (b) necessity to recruit for or provide transfer personnel 
to staff the new positions set up, (c) necessity for slowing down rate of introduc- 
tion of ICA personnel into language and in-service training programs until 
most pressing staffing needs in field missions were met, (d) the early transfer 
of support specialists of unusually high caliber to fill regular positions, and 
(e) as stated previously, funds provided under the regular budget were obligated 
before charges were made against the $8 million increment. 

Earlier it had appeared that ICA might be able to use effectively the entire $8 
million during fiscal year 1959. Attached to his letter of June 20, 1958, to Mr. 
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Passman, Mr. Douglas Dillon had supplied a tentative plan, prepared by ICA. 
This plan and the revised annual plan are set forth below: 


June 20, 1958, plan 
Personnel administration : 





iememewe -treinier seas. he a i ie ais $3, 310, 000 
Technical training (in-service training) ~.......__._.__.__.______ 270, 000 
Support tachwidiane. coi. on eos sade en sei ed 975, 000 
Support costs . i nesdbith st iatdibe bach aes os) 610, 000 

OUR oh ik a he ea st 5, 165, 000 

Participant training: 

ERS RAE REEL TE nS ee ee a * 1, 875, 000 
Besrovel quantity of training. ooo * 560, 000 
Sanpete Vea (Aa Sanpeet) oo ne * 405, 000 

oa EM RE Se gi ERA MUS Se AE I See he ae 2, 840, 000 


1 Was designated to provide for 280 man-years of additional participant training. 
2 Represented in the revised budget as $400,000 of language training and $200,000 
supplemental project activities. 


Mar. 31, 1959, plan 


























Total Administra- Program 
tive funds funds 
Personnel improvement: 
cee ae RE a CREP Re $906, 100 NG ae 4 
NT MN, Sete oe nd ck Gidaeuhuatpomnneee 955, 000 117, 000 $838, 000 
ee RET eae e eee Gee Te ee eee ees 1, 950, 000 467, 000 583, 000 
Support specialists (techniciams) _...............--..-----. BPR GOO: | cncigancencikee~ 372, 000 
I ee ENS ee Ee eS NT aah alee 113, 000 Ta nodes 
Employment and reassignment complements---___..-.-.- 313, 000 27, 000 286, 000 
Re ee er ee ee 72, 000 19, 000 53, 000 
Subtotal, personnel improvement__.............-------- 3, 781, 100 1, 649, 100 2, 132, 000 
Participant training: 
RES RS FS STE PRG es Ee EEL SRE Ee ne hy ERS REE eae. 140, 000 
English language training..._...............--...--.-.-... ey fh Re eee 400, 000 
Supplemental I i a a 200, 000 
i BO SE Eee ee oe AMBER Sie 300, 000 
Subtotal, participant training.....................-.--.. ey en eee 1, 040, 006 
emer ose Det oi iit Sep) et 4,821,100 | 1, 649, 100 3, 172, 000 














(The following has been submitted for the record. See also p. 186 :) 


DEPARTMENT OF STATE, 
Washington, May 28, 1959. 
Hon. CLEMENT J. ZABLOCKI, 
House of Representatives. 

Dear Mr. ZABLOCKI:During the course of my testimony on March 24 before the 
House Foreign Affairs Committee, you asked whether there would be any harm 
in reenacting a provision of the former Economic Cooperation Act governing the 
use of repayments of counterpart loans. The provision read as follows: 

“That whenever funds from such special account are used by a country to make 
loans, all funds received in repayment of such loans prior to termination of as- 
sistance to such country shall be reused only for such purposes as shall have been 
agreed to between the country and the Government of the United States.” 

This provision, which was added to the Economic Cooperation Act in 1952 
in a somewhat different form and was revised to read as above-quoted the follow- 
ing year, was not included in the subsequent Mutual Security Act of 1954, which 
repealed the Economic Cooperation Act. 

I indicated during my testimony on March 24 that inasmuch as the Interna- 
tional Cooperation Administration has generally administered its programs in 
a manner consistent with this provision even though it is no longer contained in 
the law, there would probably be no objection to its reenactment. On further 
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study, however, I believe the reenactment of a requirement mandatory in all 
cases would not be in the best interests of effective administration of the mutual 
security program. There is some concern that U.S. control over the use of re- 
payments of counterpart loans, after having already exercised control over the 
counterpart itself, may be regarded as an excessive interference by the United 
States in the country’s use of its own resources, involving as it does two oc- 
casions for the exercise of U.S. control in return for one U.S. assistance trans- 
action. If a foreign government were to regard this amount of control as ex- 
cessive, its willingness to cooperate with the United States on programing its 
resources in a manner which will best further mutual security objectives might 
be seriously weakened. 

For example, if greater U.S. controls are imposed on the use of counterpart 
for loans than on the use of counterpart for grants, the country may be less 
willing to make loans rather than grants of counterpart. Since loans rather 
than grants are normally made to private institutions, the greater U.S. controls 
on loans could have the undesirable result of discouraging the flow of counter- 
part to the private sector in aid-receiving countries. 

Of course, where the nature of a project involving counterpart loans, such as 
the establishment of a revolving loan fund or development loan institution owned 
by the foreign government, necessarily requires the reuse of repayments to the 
government in order to accomplish the purpose of the project, such reuse is 
provided for in the counterpart release agreement and a requirement for U.S. 
control of repayments would present no difficulty. 

There are some situations, however, where a specified reuse of loan repayments 
is not necessary to accomplish the purpose for which the original counterpart 
loan was made, and where, in our view, the United States would have no greater 
interest in the use to be made of the repayments than it would in the use of 
any other future revenue of the aid-receiving government. An example, which 
has in fact occurred, is the case in which the foreign government and the United 
States agree upon the use of counterpart-for a project which does not involve 
loans of counterpart, and the foreign government, in releasing the counterpart, 
does so by means of lending it to the governmental entity or political subdivision 
of the government which is to implement the project. Repayment in these cases 
is usually to be made to the central government from tax receipts or other 
revenues accruing directly to the borrowing section of the government rather 
than from funds generated by the counterpart-financed project itself. In such 
eases the “loan” of counterpart is merely an incidental result of the peculiar 
fiscal system which the foreign government has adopted for distributing receipts 
among the various parts of the government. The United States has no special 
interest in such a case in controlling the use of any funds other than the actual 
counterpart which is used to finance the agreed project. 

For these reasons we would prefer that a mandatory requirement not be re- 
enacted. We intend to continue to require that repayments of counterpart loans 
be used for agreed purposes where the use of repayments is important in further- 
ing the purpose of an agreed project, but, for reasons indicated above, do not be- 
lieve that a mandatory requirement for U.S. control of repayments in all cases 
would be in the best interests of the United States. 

Sincerely yours, 


Dovetas Drtton, Acting Secretary. 


(The following information has been supplied for inclusion in the 
record in response to a request by Mr. Fulton. See also p. 938.) 


SMALL BUSINESS ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 


Washington, D.C., May 19, 1959. 
Hon. THomas FE. MorGan, 


Chairman, House Foreign Affairs Committee, 
House of Representatives, Washington, D.C. 


Dear ConGRESSMAN MorcGAn: In reply to Mr. Schupp’s Oral request for a sum- 
mary of what the Small Business Administration has agreed to do in coopera- 
tion with the International Cooperation Administration relating to the invest- 
ment guaranty program, I am submitting the following excerpt from a letter, 
dated April 3, 1958, which I sent to Mr. Walter Schaefer, assistant to the direc- 
tor for Finance, International Cooperation Administration. 








1872 MUTUAL SECURITY ACT, 1959 


On April 9, 1958, Mr. Schaefer concurred in the recommendations set forth 
below. Since that time we have been distributing literature and other informa- 
tion relating to the investment guaranty program. 

“We appreciate your interest in the smaller operator and are pleased to work 
with you so that the owner of a small firm can become better informed on the 
epportunities of producing and selling abroad. 

“As I stated last week, there are certain things which we can do immediately. 
First, we can place opportunities to invest abroad in our “Products List Circu- 
lar,” a monthly, addressed to over 10,000 small manufacturers. 

“Second, if you and the Department of Commerce have lists of additional 
opportunities to invest abroad, and find it desirable to place these lists in our 
field offices, our field staffs could call them to the attention of small manufac- 
turers when they deemed it to their advantage. 

“Third, if you prepare a leaflet or ABC booklet on your program, we can mail 
it to some 12,000 individuals and corporations receiving ‘Management Aids for 
Small Manufacturers.’ 

“Fourth, if you will prepare a kit of items, probably including your booklet, 
‘Investment Guaranty Handbook,’ we will place them in the hands of appro- 
priate members of our field office staff for their information. For this purpose, 
we will need 500 kits and 500 additional copies of the booklet. 

“As we enter into this arrangement, I am sure other opportunities to cooper- 
ate in behalf of the smaller firms will present themselves. In that connection, 
I am asking Wilford White to represent this Agency. In fact, I understand he 
has already had a conference with Mr. Charles B. Warden of your office. 

“Please call me any time I can be of further help to you on this program.” 

If I can be of further help to you please call on me. 

Sincerely yours, 
WENDELL B. BARNES, 
Administrator. 


STATEMENT OF CONGRESSMAN WILLIAM JENNINGS BRYAN DorN BEFoRE HovusE 
COMMITTEE ON FOREIGN AFFAIRS 


Mr. Chairman, many of us who have always opposed foreign aid neglect to 
come before your great committee, but reserve most of our opposition for House 
debate. I think we should also register our opposition with this committee. 

I oppose all foreign aid, every penny of it, whether in the form of economi¢e 
aid or mutual security. - This aid is a corrupting influence in the recipient 
nations causing them to look to Uncle Sam rather than to their own self- 
reliance, energy, and ingenuity. No nation or people can ever grow great by 
leaning upon another. 

This program was sold to the American people as a temporary measure that 
would, in a short time, stop communism, stabilize national economies and enable 
recipient nations to become self-reliant. The reverse has proved to be true. 
The program is costing more and more and communism is growing stronger 
and stronger. 

If we are to survive, and the free world with us, America must become strong 
militarily and economically. The money we are spending for foreign aid should 
be used to balance the budget, retire the national debt and reduce taxes. 

When we are strong we have friends; when weak, we will be deserted. 


UNITED WoRLD FEDERALISTS, INC., 
New York City, April 17, 1959. 
Hon. Tuomas FE. MorGAn, 
Chairman, Committee on Foreign Affairs, 
House of Representatives, Washington, D.C. 


Dear Mr. Morcan: In reply to your gracious invitation of April 10 to send 
a statement for inclusion in your committee’s report on the mutual security 
bill, I take pleasure in submitting herewith a copy of such a statement. 

We appreciate very much your giving us the opportunity to send you this 
statement. 

Respectfully yours, 


DONALD HARRINGTON, President. 
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STaTEMENT ON Mutuat Security Brit sy Rev. DonaLp HARRINGTON, PRESIDENT 
oF UNITED WoRLD FEDERALISTS, INC. 


United World Federalists believes that appropriations for foreign aid pro- 
grams are likely to be totally inadequate to the needs until universal disarma- 
ment, secured by enforcible world law, is achieved, thus releasing large sums 
of money which are now needed for defense. Bven so, when one considers the 
leading position of the United States in world affairs and compares this with 
what we spend annually on nonmilitary foreign aid, one is appalled at how small 
the foreign aid is. 

United World Federalists supports a much larger long-term foreign aid pro- 
gram for the following reasons: 

(1) It is in the humane American tradition to share some of our material 
wealth with those whose economic need is great, 

(2) A vigorous program in this field is needed to strengthen the West and in- 
crease its unity in the cold war struggle. 

(8) As the underdeveloped areas become economically strong, they will be- 
come valuable markets for American goods. 

Any one of the above reasons would justify a much larger foreign aid program 
than we are undertaking at the present time. 

If democratic governments are to be secure in such underdeveloped areas of 
the world as Asia, Africa, and South America, economic advances of substantial 
proportions must be made in the near future. If no such progress is soon visible, 
desperate expedients such as those now.taking place in Egypt, Iraq, and China 
may become the order of the day. To make such progress, considerable invest- 
ments in roads, schools, public health and water supplies are needed, as well as 
private capital investments in public utilities and manufacturing enterprises. 

For this reason we urge an increase in the funds available to the Develop- 
ment Loan Fund, which has been set up as the chief agency of the free world 
which can provide “soft loans,” not subject to the usual repayment terms of 
business loans. It would seem that in view of the known needs and plans for 
capital investments in the DLF’s area of operations, it should be promptly given 
an authorization of several billions of dollars of loanable capital, and corre- 
sponding appropriations made. To do less is to toy carelessly with an increas- 
ingly dangerous situation, fraught with the greatest danger for the survival of 
free institutions. 

We would also call attention to the large funds and numbers of “technicians” 
being supplied to underdeveloped nations by the Soviets. This type of operation 
is fraught with great danger to the nations receiving the aid. It can be fore- 
stalled only by our offering still larger aid and on more generous terms than 
those offered by the Soviets. To avoid the large financial drains involved, and 
to prevent an undignified contest for favors of the strategically located nations, 
we recommend that U.S. economic aid be channeled through United Nations 
agencies in much larger proportions than at present, with a challenge to the 
Soviets to do likewise. If the Communist response is negative, it can do much 
to make clear that their aid is self-seeking and dangerous to the recipients; if 
the response is affirmative, much can be done to strengthen the economies and 
independence of the underdeveloped countries with Soviet aid. In either case, 
U.S. aid will be better enabled to achieve its objectives, which are to help rather 
than to undermine, to insure freedom rather than to enslave. 


STATEMENT Frrep WITH THE FOREIGN AFFAIRS COMMITTEE OF THE HOUSE OF 
REPRESENTATIVES IN REGARD TO THE FOREIGN AID PROGRAM, BY MERWIN K. Harr, 
PRESIDENT, Natronat Economic Counc, INc., 7501 EMpmre State BumprinNe, 
New York, N.Y., Aprit 29, 1959 


The National Economic Council favors a heavy reduction in the $3,868 million 
proposed for foreign aid for fiscal 1960. 

We are told that these billions of foreign aid that we have been voting make 
for collective security. 

In passing, the term “collective security” smacks of collectivism, and col- 
lectivism between governments is nothing in the world but international social- 
ism—which is pretty close to communism. And as a matter of fact, collective 
security has not worked, at least from the standpoint of the American people. 
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If it had worked, the so-called United Nations forces in Korea would not have 
been about 90 percent Americans (exclusive of the South Koreans). 

The term “collective security” is either merely a slogan designed to attract the 
simple-minded among us, or it is an idea generated and implanted in the mind 
of the American Government by Communists. 

Without going into details, we believe the amount should be cut in two for 
fiscal 1960, and that it should be progressively reduced thereafter. We state 
here only a few of the reasons for the position we take. 

Undoubtedly, much of the foreign aid voted during the few years im- 
mediately after World War II, was beneficial; as, for instance, in Germany, 
where it was a vital factor in enabling that country to rehabilitate itself. 

And as in Spain since 1952 where our spending which has been carried on 
with marked prudence has laid a foundation for helping Spain to become pos- 
sibly our strongest ally in continental Europe. 

But much of the aid in recent years has been wasted outright, as in the 
$250 million spent in Iran, between 1951 and 1956, for which no accounting what- 
ever was made. The aid given the British Government between 1945 and 1951 
so bolstered the Socialist Labor government in that country as to reduce the 
country to the status of a third rate nation. 

Some of the foreign aid has been worse than wasted, as in the money given 
to Communist governments like those of Yugoslavia and Poland, not to men- 
tion the Communist-favoring Government of India. 

I have personally visited many of the European countries nearly every year 
since World War II. I diseovered in the late fall of 1957 that in the previous 
year or two, many thinking Germans had lost confidence in the American Gov- 
ernment. They had come to believe that the American Government was not 
being conducted, at least insofar as foreign aid was concerned, in the interest 
of America—that America was no longer master in her own house. Com- 
munications from German friends in the past 2 or 3 weeks indicate that German 
confidence in the United States is lower than ever. 

For all the endless millions of dollars we have handed out without regard 
to the weakening effect on our own country, American prestige in most countries, 
so far as we can learn is at a new low. 

In fact, there is definite reason to believe that the American foreign aid pro- 
gram came originally from Joseph Stalin. In his book, “Marxism and the Na- 
tional Colonial Question,” on pages 115 and 116, we read in part: 

“It is essential that the advanced countries should render aid, real and pro- 
longed aid, to the backward nationalities in their cultural and economic de- 
velopment. Otherwise, it will be impossible to bring about the peaceful coex- 
istence of the various nations and people within a single economic system that 
is so essential for the final triumph of socialism.” 

It is not coincidental that all leftwing groups in the United States have 
strongly favored foreign aid. 

Foreign aid has become a vested interest, and this is one of the most powerful 
factors in its continued support in Congress; in the continued, if not increasing, 
difficulty the people find in persuading the Congress to abandon it. 

This vested interest rests largely in many thousands of political personnel 
employed in the so-called mutual aid administration, both here and abroad. It 
includes many American businessmen, in large and small businesses, who are 
profiting at least temporarily, by the continued flow of Government orders, or 
who are hoping to get such orders. 

Incidentally, one of the strongest supports of foreign aid can be found in 
prominent church groups, especially among certain Protestants. Remembering 
the Christian teaching that the individual should be generous to other individ- 
uals who may be in need, these church people mistakenly assume that this rule 
applies to governments with respect to their dealings with other governments. 
Americans seem willing to cling to this attitude, even though the economic con- 
dition of our country under its heavy and ever-growing burden of debt and bud- 
gets threatens financial disaster. 

There is increasing evidence of the growing distress in other countries, as 
well as among many Americans, over the future of the American dollar. One 
of our members, a keen observer who has been in Europe for some weeks, fears 
greatly that the dollar will fall, and that this will be one of the events that 
will lead to the absorption of the United States by a Communist one-world 
government. 

We believe, in spite of the mounting prices in the stock market, and the exces- 
sive building construction in many of our cities, partly by aid of Government 
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subsidies, that the United States is at the present time in a perilous condition. 
We are at a point in our history where, if we do not go to work soberly and 
earnestly to rebuild the American economy, we could slide almost overnight into 
complete disaster. 

No single act of Congress would so encourage the people of the United States, 
as would the drastic reduction of our foreign aid program, with a view to re- 
ducing it still further in the next few years. 

Such reduction would be a big step toward the balanced budget, which the 
administration has stated it desires. 





JEWISH WAR VETERANS OF THE 
UNITED STATES OF AMERICA, 
Washington 9, D.C., May 8, 1959. 
Hon. THomAsS E. MorGan, 
Chairman, House Foreign Affairs Committee, 
The Capitol, Washington, D.C. 


Dear Mr. CHAIRMAN: Owing to my inability to appear before your committee 
in person to testify, in behalf of the Jewish War Veterans of the United States 
of America, in favor of the mutual security program, I have prepared a state- 
ment expressing our views. I shall greatly appreciate your including in your 
printed hearings’ record the enclosed statement and the resolution attached to it 
which we passed at our most recent annual national convention. 

With kindest personal regards. 

Cordially, 
BERNAED WEITZER, 
National Legislative Director. 


STATEMENT ON THE MUTUAL SECURITY PROGRAM FOR THE FOREIGN AFFAIRS CoM- 
MITTEE, BY BERNARD WEITZER, NATIONAL LEGISLATIVE DIRECTOR, JEWISH WAR 
VETERANS OF THE UNITED STATES OF AMERICA, May 8, 1959 


On behalf of the Jewish War Veterans of the United States of America, it is 
my pleasure to express appreciation for this opportunity to present, once again, 
the views of our organization in favor of the mutual security program which 
you are considering. For more than 10 years, our organization’s support for 
foreign aid has regularly been affirmed and reaffirmed at our national con- 
ventions. The resolution unanimously approved at our most recent national 
convention held in Los Angeles last August 1958, is attached to this statement 
and I respectfully request that it be included in the printed record of your 
hearings. 

Your committee has had from the representatives of the State Department and 
other Government officials, a detailed presentation of the President’s proposal 
for the fiscal 1960 mutual security program. In accordance with the attached 
resolution, I strongly support that proposal but I feel that the dollar amounts 
suggested should be greatly increased on both the military assistance and eco- 
nomic aid phases. As the Under Secretary of State stated, “I would like to 
emphasize my opinion that this is a minimum program. In fact, a stronger 
case can be made for increasing than for decreasing it.” 

As a veterans’ organization, we naturally have a great interest in preserving 
our national security. We recognize that our national security depends upon 
economic strength as well as military strength. It is equally true that this 
combination of economic strength and military strength applies equally to our 
allies in the free world. The military assistance and the defense support which 
the mutual security program provides for them adds to our national security, 
as the President has said, several times the strength which an equal amount of 
dollars spent in our country would furnish. 

Thus for about 4 percent of our national defense budget for military assistance 
and about 2 percent of our national defense budget for defense support, we 
greatly increase the deterrents against aggression and the possibility of a world 
war. 

However, it is clear now, as never before, that urgent as it has been and con- 
tinues to be to maintain a military shield, it is equally urgent that we face up to, 
with vigor and in magnitude, the economic development problems of the under- 
developed and undeveloped nations of the world. In these nations, many of 
which only recently became self-governing, there are hundreds of millions of 
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people where the average per capita production is less than $100 per year. Their 
lives have been marked for long years of misery which flows from poverty, 
ignorance, hunger, and disease. Proud of their new nationhood, they expect 
relief from their despair which has persisted through many generations. Without 
help from the free nations of the world, among which they recognize the United 
States as the leader, these people will not have fulfilled their hopes and expecta- 
tions. They lack know-how in government, in agriculture, and in production, 
generally. Likewise, they lack capital and their low per capita income precludes 
any substantial savings from their already low consumption which could form 
the capital funds needed for increased production. 

Your committee and the Congress have, during the past 10 years, taken im- 
portant steps to make possible the measures which helped significantly, to re- 
store and rehabilitate the economy of the major countries in Europe. Through 
your action, the point 4 program was translated from an idea presented by 
President Truman, into a working force that has measureably passed. on Ameri- 
ean know-how. This has saved millions of lives, eliminated in some areas and 
cut down in others, debilitating diseases such as malaria. This enabled millions 
of workers to work steadily and productively. Likewise, you have authorized 
billions of dollars in grants and loans which have furthered economic strength 
and increased production in many lands, too numerous to mention. Public Law 
480 has permitted us to distribute substantial amounts of our surplus agricul- 
tural commodities to relieve hunger and need. Your committee has also initiated 
the authorization of funds to pay our share of the United Nations expanded 
technical assistance program and for the United Nations Special Project Fund. 
Finally, you have put into being, the Development Loan Fund. 

In effect, you have created an enormous investment portfolio which has paid 
off handsomely in a field which presented and continues to present the most 
complicated problems the world has ever seen. These complications have been 
aggravated by the cruel, relentless pressures of the Communist tyranny of the 
Kremlin to carry its imperialism to all corners of the earth. At the same time. 
the urgency for continuing and expanding this investment portfolio becomes 
more pressing due to the realization of millions of people who are aware that the 
lives of misery and poverty which they have long endured can be improved when 
they are helped to help themselves. 

It is a key American tradition to help people help themselves. This is no time 
to slow down in the practice of that tradition. It will help us morally and 
materially to implement that tradition more vigorously than ever before. To 
achieve that end more effectively and more economically, the mutual security 
program should cease to be a year-to-year program and become at least a 5-year 
program with the Development Loan Fund increased to $11 billion per annum. 
The point 4 program must be stepped up and we must stimulate, in every way 
possible, the growth of the United Nations expanded technical assistance pro- 
gram. We must develop additional techniques to use Public Law 480 more ef- 
fectively and more extensively. 

Based on the experience of the past 10 years, it is clear that we can get results 
which justify the expenditures that the world situation requires. With a long- 
term and expanded program in effect, we can help to create improvements in the 
living conditions of the underdeveloped nations which will create a hopefulness 
in their peoples that will check Communist subversion by either political or eco- 
nomic means. 


EXPANSION or U.S. ProGram oF MUTUAL SECURITY AND TECHNICAL AID 


Whereas, the free nations of the world are engaged in a global struggle against 
the onslaught of world communism which seeks to gain world control through 
both overt and indirect aggression, through economic penetration and devious 
propaganda attacks; and 

Whereas, we deem it the responsibility of the United States as a leader among 
the free nations of the world to organize resistance against Communist designs 
to subvert the free world ; and 

Whereas, in this cold war struggle, the United States has the obligation to 
mobilize its moral and physical strength to help enable the free world to with- 
stand the subversive and infiltrating activities of the Communists and frustrate 
the Communist intent to dominate the world ; and 

Whereas, the programs for mutual security and technical assistance have dem- 
onstrated their value by blocking the Communist effort in many directions but 
are now of insufficient size and scope, particularly in the light of the Soviet’s pro- 








4 
I 
I 
1 
1 
i 








MUTUAL SECURITY ACT, 1959 1877 


gram of economic aid, trade penetration, and arms supplies, all of which are 
reflected in depressed economic conditions among the peoples of the have-not 
nations, by the drift toward “neutralism” of the many uncommitted nations and 
by the hostility expressed by the Latin American people on the recent trips to 
that area by Vice President Nixon, Dr. Milton Eisenhower, and Secretary of 
State Dulles; and 

Whereas, many nations of the free world are not linked to the United States 
through regional pacts ; and 

Whereas, the United States has no effective plan whereby the nations who are 
members of regional pacts are encouraged to develop mutual security and tech- 
nical assistance programs among themselves: Now, therefore, be it 

Resolved, That the Jewish War Veterans of the United States assembled in 
63d annual national convention in Los Angeles, Calif., August 3-10, 1958, 
hereby request the President and the Congress of the United States to reexamine 
the policy with regard to mutual security, economic aid and technical assistance 
and adopt the following recommendations for expanding programs: 

1. The United States should reaffirm its wholehearted support of the mutual 
security program as the most effective expenditure which our couhtry can make 
in its own national defense and for the security of the free nations of the world. 

2. The United States should make every effort to expand, especially through 
the Loan Development Fund, its economic aid to those nations with whom it 
has entered into mutual security pacts, in order to raise the standard of living 
in these countries, as well as to the underdeveloped countries. 

3. The United States should encourage the nations of the free world to develop 
mutual security and technical assistance programs among themselves for their 
common good. 

4. The United States should encourage new regional pacts among the uncom- 
mitted nations of the world in an eflort to help insure their national defense 
and to improve the economic conditions within these countries. 

5. The United States should expand its technical assistance programs for 
underdeveloped countries through the bilateral technical assistance program 
(point 4) and through the United Nations technical assistance programs, as 
evidence that the American people are devoted to the cause of elevating the 
standard of living for the peoples within these countries. In so doing, the United 
State can best reaffirm its desire to heip those nations which seek to implement 
their economic development, but wish to refrain from entering into military com- 
mitments. 


THE AMERICAN LEGION, 
Washington, D.C., May 12, 1959. 
Hon. THomas E. MorGAN, 
Chairman, House Foreign Affairs Committee, 
The Capitol, Washington, D.C. 

DeEaR CONGRESSMAN MorGAN: Referring to hearings being held from time to 
time by the House Foreign Affairs Committee on extension of the mutual security 
program, I am taking the liberty of handing you a copy of the report of the 
foreign relations commission of the American Legion to our national executive 
committee during the meetings held at Indianapolis April 29-May 1, 1959. 

A set of the various resolutions referred to in the report is annexed thereto. 

If consistent, I would appreciate it if you would be good enough to have this 
data inserted in the record of your hearings on the mutual security program. 

I am sending a copy of this letter to the other members of the House Foreign 
Affairs Committee. 

Thanking you for any consideration you can extend to this request, I am 

Sincerely yours, 
Mires D. KENNeEpy,. Director. 


NATIONAL EXECUTIVE COMMITTEE MEETING, THE AMERICAN LEGION HELD IN 
INDIANAPOLIS, IND., APRIL 29, 30, AND May 1, 1959 


RESOLUTION 62 


Commission: Foreign Relations. 
Subject: Military strength be given consideration in formulating our foreign 
policy. 
Whereas it is alarming to the American Legion that study and investigation 
continue to disclose losses to our interests and threaten the actual security of 
the people of the United States; and 
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Whereas we are concerned that time lapses now are to the decided advantage 
of our enemy, and believe that psychological and philosophical approaches to 
our security and the security of the free world must be subjugated to programs 
for conservation of our resources and maintenance of adequate military defense 
and striking power: Now, therefore, be it 

Resolved by the National Executive Committee of the American Legion in 
regular meeting assembled in Indianapolis, Ind., on April 29, 30, and May 1, 
1959, That our resources and military strength be given primary consideration 
in formulating our foreign policy. 

Adopted April 30, 1959. 

RESOLUTION 64 


Commission : Foreign Relations. 


Subject: Continue military alliances with nations who resist spread of world 
communism. 

Whereas the pattern unfolding in the Middle and Far East and the satellite 
countries indicates our ineffectiveness in influencing the native minds of their 
populations, and our dealings with many of their governments have been unsatis- 
factory and even disastrous, and we conclude, additional time allowed these 
nations, whose leaders profess no decision, neutrality, or nonalinement, is to the 
distinct advantage of the enemies of the free world: Now, therefore, be it 

Resolwed by the National Executive Committee of the American Legion in 
regular meeting assembled in Indianapolis, Ind., on April 29, 30, and May 1, 
1959, That the United States continue to enter into military alliances with the 
nations of the world who demonstrate a willingness to resist the spread of world 
communism; and we further recommend that the moneys appropriated by the 
Congress for the financing of such alliance be added to and made a part of, the 
annual military budget and that the economic Foreign aid program, by its con- 
temporary meaning, be phased out over a 2-year period, and that any future 
economic aid be directed to implementation of our military policy against 
communism and that this policy be made continuous for so long as a demon- 
strated need exists. 

Adopted April 30, 1959. 
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Appointment of, as Assistant Secretary of State for the Far Hast_ 1123, 1158 
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